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AN ACT concerni ng taxes.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The Illinois Incone Tax Act is anended by

changi ng Sections 201 and 211 as foll ows:

(35 I'LCS 5/201) (from Ch. 120, par. 2-201)

Sec. 201. Tax I nposed.

(a) In general. A tax neasured by net inconme is hereby
i nposed on every individual, corporation, trust and estate
for each taxable year ending after July 31, 1969 on the
privilege of earning or receiving incone in or as a resident
of this State. Such tax shall be in addition to all other
occupation or privilege taxes inposed by this State or by any
muni ci pal corporation or political subdivision thereof.

(b) Rates. The tax inposed by subsection (a) of this
Section shall be determ ned as foll ows, except as adjusted by
subsection (d-1):

(1) In the case of an individual, trust or estate,
for taxable years ending prior to July 1, 1989, an anount
equal to 2 1/2%of the taxpayer's net incone for the
t axabl e year.

(2) In the case of an individual, trust or estate,
for taxable years beginning prior to July 1, 1989 and
endi ng after June 30, 1989, an anount equal to the sum of
(1) 2 1/2% of the taxpayer's net incone for the period
prior to July 1, 1989, as cal cul ated under Section 202. 3,
and (ii) 3% of the taxpayer's net incone for the period
after June 30, 1989, as cal cul ated under Section 202. 3.

(3) In the case of an individual, trust or estate,
for taxable years beginning after June 30, 1989, an

anount equal to 3% of the taxpayer's net incone for the
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t axabl e year.

(4) (Bl ank).

(5) (Bl ank).

(6) In the case of a corporation, for taxable years
ending prior to July 1, 1989, an anount equal to 4% of
the taxpayer's net incone for the taxable year.

(7) In the case of a corporation, for taxable years
begi nning prior to July 1, 1989 and ending after June 30,
1989, an anount equal to the sum of (i) 4%of the
t axpayer's net incone for the period prior to July 1,
1989, as cal cul ated under Section 202.3, and (ii) 4.8% of
the taxpayer's net income for the period after June 30,
1989, as cal cul ated under Section 202. 3.

(8 In the case of a corporation, for taxable years
begi nning after June 30, 1989, an anmount equal to 4. 8% of
the taxpayer's net incone for the taxable year.

(c) Personal Property Tax Replacenent | ncone Tax.
Begi nning on July 1, 1979 and thereafter, in addition to such
incone tax, there is also hereby inposed the Personal
Property Tax Repl acenent |ncone Tax neasured by net inconme on
every corporation (including Subchapter S corporations),
partnership and trust, for each taxable year ending after
June 30, 1979. Such taxes are inposed on the privilege of
earning or receiving incone in or as aresident of this
State. The Personal Property Tax Replacenent Incone Tax
shall be in addition to the incone tax inposed by subsections
(a) and (b) of this Section and in addition to all other
occupation or privilege taxes inposed by this State or by any
muni ci pal corporation or political subdivision thereof.

(d) Additional Personal Property Tax Repl acenent |ncone
Tax Rates. The personal property tax replacenent incone tax
i nposed by this subsection and subsection (c) of this Section
in the case of a corporation, other than a Subchapter S

corporation and except as adjusted by subsection (d-1), shal
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be an additional anount equal to 2.85% of such taxpayer's net
incone for the taxable year, except that begi nning on January
1, 1981, and thereafter, the rate of 2.85% specified in this
subsection shall be reduced to 2.5% and in the case of a
partnership, trust or a Subchapter S corporation shall be an
addi tional anmount equal to 1.5% of such taxpayer's net inconme
for the taxable year

(d-1) Rate reduction for certain foreign insurers. This

subsection (d-1) applies to taxable years ending on or before

June 30, 2005. 1In the case of a foreign insurer, as defined

by Section 35A-5 of the Illinois Insurance Code, whose state
or country of domcile inposes on insurers domciled in
II'linois a retaliatory tax (excluding any insurer whose
prem uns fromreinsurance assuned are 50% or nore of its
total insurance prem uns as determ ned under paragraph (2) of
subsection (b) of Section 304, except that for purposes of
this determ nation premuns fromreinsurance do not include
prem uns from inter-affiliate reinsurance arrangenents),
begi nning with taxable years ending on or after Decenber 31,
1999, the sumof the rates of tax inposed by subsections (b)
and (d) shall be reduced (but not increased) to the rate at
which the total anmount of tax inposed under this Act, net of
all credits allowed under this Act, shall equal (i) the total
anount of tax that would be inposed on the foreign insurer's
net inconme allocable to Illinois for the taxable year by such
foreign insurer's state or country of domcile if that net
income were subject to all incone taxes and taxes neasured by
net inconme inposed by such foreign insurer's state or country
of domcile, net of all credits allowed or (ii) a rate of
zero if no such tax is inposed on such income by the foreign
insurer's state of domcile. For the purposes of this
subsection (d-1), an inter-affiliate includes a mut ual
i nsurer under conmon managenent .

(1) For the purposes of subsection (d-1), in no
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event shall the sum of the rates of tax inposed by
subsections (b) and (d) be reduced below the rate at
whi ch the sum of:

(A) the total anpunt of tax inposed on such
foreign insurer wunder this Act for a taxable year,
net of all credits allowed under this Act, plus

(B) the privilege tax inmposed by Section 409
of the Illinois Insurance Code, the fire insurance
conpany tax inposed by Section 12 of the Fire
| nvestigation Act, and the fire departnent taxes
i nposed under Section 11-10-1 of the I1linois
Muni ci pal Code,

equals 1.25%of the net taxable premuns witten for the
t axabl e year, as described by subsection (1) of Section
409 of the Illinois Insurance Code. This paragraph wll
in no event increase the rates inposed under subsections
(b) and (d).

(2) Any reduction in the rates of tax inposed by
this subsection shall be applied first against the rates
i nposed by subsection (b) and only after the tax inposed
by subsection (a) net of all credits allowed wunder this
Section other than the credit allowed under subsection
(1) has been reduced to zero, against the rates inposed
by subsection (d).

Thi s--subseetton--(d-1)--is-exenpt-fromthe-provi st ons- of

Seet t on- 250-

(e) Investnent credit. A taxpayer shall be allowed a

credit against the Personal Property Tax Repl acenent |nconme

Tax for investment in qualified property.

(1) A taxpayer shall be allowed a credit equal to
.5% of the basis of qualified property placed in service
during the taxable year, provided such property is placed
in service on or after July 1, 1984. There shall be

al l owed an additional credit equal to .5%of the basis of
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qualified property placed in service during the taxable
year, provided such property is placed in service on or
after July 1, 1986, and the taxpayer's base enpl oynent
within Illinois has increased by 1% or nore over the
precedi ng year as determ ned by the taxpayer's enpl oynment
records filed with the Illinois Departnment of Enploynent
Security. Taxpayers who are new to |Illinois shall be
deened to have net the 1% growh in base enpl oynent for
the first year in which they file enploynent records with
the Illinois Departnment of Enploynment Security. The
provisions added to this Section by Public Act 85-1200
(and restored by Public Act 87-895) shall be construed as
declaratory of existing |law and not as a new enactnent.
If, in any year, the increase in base enploynent within
II'linois over the preceding year is less than 1% the
additional <credit shall be Ilimted to that percentage
times a fraction, the nunerator of which is .5% and the
denom nator of which is 1% but shall not exceed .5%
The investnent credit shall not be allowed to the extent
that it would reduce a taxpayer's liability in any tax
year below zero, nor my any credit for qualified
property be allowed for any year other than the year in
whi ch the property was placed in service in Illinois. For
tax years ending on or after Decenber 31, 1987, and on or
bef ore Decenber 31, 1988, the credit shall be allowed for
the tax year in which the property is placed in service,
or, if the anount of the credit exceeds the tax liability
for that year, whether it exceeds the original Iliability
or the Iliability as later anmended, such excess may be
carried forward and applied to the tax liability of the 5
taxabl e years follow ng the excess credit vyears if the
taxpayer (i) makes investnents which cause the creation
of a mnimum of 2,000 full-time equivalent jobs in

I11inois, (1) IS located in an enterprise zone
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established pursuant to the Illinois Enterprise Zone Act
and (iii) is certified by the Departnent of Conmerce and
Community Affairs as conplying with the requirenents
specified in clause (i) and (ii) by July 1, 1986. The
Department of Comrerce and Community Affairs shall notify
the Departnment of Revenue of all such certifications
imediately. For tax years ending after Decenber 31
1988, the credit shall be allowed for the tax year in
which the property is placed in service, or, if the
anount of the credit exceeds the tax liability for that
year, whether it exceeds the original liability or the
liability as | ater anended, such excess may be carried
forward and applied to the tax liability of the 5 taxable
years follow ng the excess credit years. The credit shal
be applied to the wearliest vyear for which there is a
l[tability. If there is credit fromnore than one tax year
that is available to offset a liability, earlier «credit
shall be applied first.

(2) The term "qualified property" neans property
whi ch:

(A is tangible, whet her new or used,
including buildings and structural conponents of
bui |l di ngs and signs that are real property, but not
including | and or inprovenents to real property that
are not a structural conponent of a building such as
| andscapi ng, sewer lines, local access roads,
fencing, parking lots, and other appurtenances;

(B) is depreciable pursuant to Section 167 of
the Internal Revenue Code, except that "3-year
property” as defined in Section 168(c)(2)(A) of that
Code is not eligible for the credit provided by this
subsection (e);

(© is acquired by purchase as defined in

Section 179(d) of the Internal Revenue Code;
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(D) is usedinlllinois by a taxpayer who is
primarily engaged in manufacturing, or in mning
coal or fluorite, or in retailing; and

(E) has not previously been used in |Illinois
in such a manner and by such a person as would
qualify for the credit provided by this subsection
(e) or subsection (f).

(3) For pur poses of this subsecti on (e),
"manuf acturi ng" neans the material staging and production
of tangible personal property by procedures comonly
regarded as manufacturing, processing, fabrication, or
assenbl i ng whi ch changes sone existing material into new
shapes, new qualities, or new conbinations. For purposes
of this subsection (e) the term"mning" shall have the
same neaning as the term"mning"” in Section 613(c) of
t he | nt er nal Revenue Code. For purposes of this
subsection (e), the term"retailing" neans the sale of
t angi bl e personal property or services rendered in
conjunction with the sale of tangi ble consuner goods or
comodi ties.

(4) The basis of qualified property shall be the
basis used to conpute the depreciation deduction for
federal incone tax purposes.

(5) |If the basis of the property for federal incone
tax depreciation purposes is increased after it has been
placed in service in Illinois by the taxpayer, the anount
of such increase shall be deened property placed in
service on the date of such increase in basis.

(6) The term "placed in service" shall have the
sane neani ng as under Section 46 of the Internal Revenue
Code.

(7) If during any taxable year, any property ceases
to be qualified property in the hands of the taxpayer

within 48 nonths after being placed in service, or the
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situs of any qualified property is noved outside Illinois
within 48 nonths after being placed in service, the
Personal Property Tax Replacenent Incone Tax for such
taxabl e year shall be increased. Such increase shall be
determ ned by (i) reconputing the investnent credit which
woul d have been allowed for the year in which credit for
such property was originally allowed by elimnating such
property from such conputation and, (ii) subtracting such
reconputed credit fromthe anmount of credit previously
allowed. For the purposes of this paragraph (7), a
reduction of the basis of qualified property resulting
from a redetermnation of the purchase price shall be
deened a disposition of qualified property to the extent
of such reducti on.

(8 Unless the investnent <credit is extended by
| aw, the basis of qualified property shall not include
costs incurred after Decenber 31, 2003, except for costs
incurred pursuant to a binding contract entered into on
or before Decenber 31, 2003.

(9) Each taxable vyear ending before Decenber 31,
2000, a partnership may elect to pass through to its
partners the credits to which the partnership is entitled
under this subsection (e) for the taxable vyear. A
partner may use the credit allocated to himor her under
this par agr aph only agai nst the tax inposed in
subsections (c) and (d) of this Section. | f t he
partnership makes that election, those credits shall be
allocated anobng the partners in the partnership in
accordance wth the rules set forth in Section 704(b) of
the Internal Revenue Code, and the rules promulgated
under that Section, and the allocated anmount of the
credits shall be allowed to the partners for that taxable
year. The partnership shall make this election on its

Personal Property Tax Repl acenent Inconme Tax return for
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that taxable year. The election to pass through the
credits shall be irrevocable.

For taxable years ending on or after Decenber 31,
2000, a partner that qualifies its partnership for a
subtraction under subparagraph (I) of paragraph (2) of
subsection (d) of Section 203 or a sharehol der that
qualifies a Subchapter S corporation for a subtraction
under subparagraph (S) of paragraph (2) of subsection (b)
of Section 203 shall be allowed a credit under this
subsection (e) equal to its share of the <credit earned
under this subsection (e) during the taxable year by the
partnership or Subchapter S corporation, determned in
accordance wth the determnation of incone and
di stributive share of inconme under Sections 702 and 704
and Subchapter S of +the Internal Revenue Code. This
paragraph is exenpt fromthe provisions of Section 250.

(f) Investnent credit; Enterprise Zone.

(1) A taxpayer shall be allowed a credit against
the tax inposed by subsections (a) and (b) of this
Section for investnment in qualified property which is
placed in service in an Enterprise Zone created pursuant
tothe Illinois Enterprise Zone Act. For partners,
sharehol ders of Subchapter S corporations, and owners of
limted liability conpanies, if the liability conmpany is
treated as a partnership for purposes of federal and
State inconme taxation, there shall be allowed a credit
under this subsection (f) to be determ ned in accordance
with the determ nation of income and distributive share
of incone under Sections 702 and 704 and Subchapter S of
the Internal Revenue Code. The credit shall be .5% of
the basis for such property. The «credit shall Dbe
available only in the taxable year in which the property
is placed in service in the Enterprise Zone and shall not

be allowed to the extent that it wuld reduce a
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taxpayer's liability for the tax inposed by subsections
(a) and (b) of this Section to below zero. For tax years
endi ng on or after Decenber 31, 1985, the credit shall be
allowed for the tax year in which the property is placed
in service, or, if the amount of the credit exceeds the
tax liability for that year, whether it exceeds the
original liability or the liability as |ater anmended,
such excess may be carried forward and applied to the tax
liability of the 5 taxable years following the excess
credit year. The credit shall be applied to the earliest
year for which there is a liability. |If there is credit
fromnore than one tax year that is available to offset a
l[tability, the credit accruing first in time shall be
applied first.

(2) The term qualified property neans property
whi ch:

(A is t angi bl e, whet her new or used,
i ncluding buildings and structural conponents of
bui | di ngs;

(B) is depreciable pursuant to Section 167 of
the Internal Revenue Code, except that "3-year
property" as defined in Section 168(c)(2)(A) of that
Code is not eligible for the credit provided by this
subsection (f);

(C© is acquired by purchase as defined in
Section 179(d) of the Internal Revenue Code;

(D) is wused in the Enterprise Zone by the
t axpayer; and

(E) has not been previously used in |Illinois
in such a manner and by such a person as would
qualify for the credit provided by this subsection
(f) or subsection (e).

(3) The basis of qualified property shall be the

basis used to conpute the depreciation deduction for
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federal incone tax purposes.

(4) If the basis of the property for federal incone
tax depreciation purposes is increased after it has been
pl aced in service in the Enterprise Zone by the taxpayer,
t he amount of such increase shall be deened property
pl aced in service on the date of such increase in basis.

(5 The term "placed in service" shall have the
sane neani ng as under Section 46 of the Internal Revenue
Code.

(6) If during any taxable year, any property ceases
to be qualified property in the hands of the taxpayer
within 48 nonths after being placed in service, or the
situs of any qualified property is noved outside the
Enterprise Zone within 48 nonths after being placed in
service, the tax inposed under subsections (a) and (b) of
this Section for such taxable year shall be increased.
Such increase shall be determned by (i) reconputing the
investnment credit which would have been allowed for the
year in which credit for such property was originally
al | oned by el imnating such property from such
conputation, and (ii) subtracting such reconputed credit
from the amount of credit previously allowed. For the
pur poses of this paragraph (6), a reduction of the basis
of qualified property resulting froma redeterm nation of
the purchase price shall be deenmed a disposition of
qualified property to the extent of such reduction.

(g) Jobs Tax Credit; Enterprise Zone and Forei gn Trade

Zone or Sub-Zone.

(1) A taxpayer conducting a trade or business in an
enterprise zone or a High Inpact Business designated by
t he Depar t ment of Commerce and Comunity Affairs
conducting a trade or business in a federally designated
Foreign Trade Zone or Sub-Zone shall be allowed a credit

agai nst the tax inposed by subsections (a) and (b) of
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Section in the anmobunt of $500 per eligible enployee

hired to work in the zone during the taxable year.

(2) To qualify for the credit:

(A) the taxpayer nust hire 5 or nore eligible
enpl oyees to work in an enterprise zone or federally
desi gnat ed Forei gn Trade Zone or Sub-Zone during the
t axabl e year;

(B) the taxpayer's total enploynent within the
enterprise zone or federally designated Foreign
Trade Zone or Sub-Zone nust increase by 5 or nore
full-time enpl oyees beyond the total enployed in
that zone at the end of the previous tax year for
which a jobs tax «credit wunder this Section was
taken, or beyond the total enployed by the taxpayer
as of Decenber 31, 1985, whichever is later; and

(C the eligible enployees nust be enployed
180 consecutive days in order to be deened hired for
pur poses of this subsection.

(3) An "eligible enployee" neans an enpl oyee who

(A) Certified by the Departnent of Comrerce
and Community Affairs as "eligible for services"”
pursuant to regulations pronulgated in accordance
with Title Il of the Job Training Partnership Act,
Training Services for the Di sadvantaged or Title I
of the Job Training Partnership Act, Enploynent and
Trai ni ng Assistance for Dislocated Wrkers Program

(B) Hred after t he enterprise zone or
federal ly designated Foreign Trade Zone or Sub-Zone
was designated or the trade or business was | ocated
in that zone, whichever is later.

(C Enployed in the enterprise zone or Foreign
Trade Zone or Sub-Zone. An enployee is enployed in

an enterprise zone or federally designated Foreign
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Trade Zone or Sub-Zone if his services are rendered
there or it is the base of operations for the
servi ces perforned.

(D) Afull-tinme enployee working 30 or nore
hours per week.

(4) For tax years ending on or after Decenber 31,
1985 and prior to Decenmber 31, 1988, the credit shall be
allowed for the tax year in which the eligible enployees
are hired. For tax years ending on or after Decenber 31,
1988, the credit shall be allowed for the tax year
imrediately following the tax year in which the eligible
enpl oyees are hired. |If the anmount of the credit exceeds
the tax liability for that year, whether it exceeds the
original liability or the liability as |ater anmended,
such excess may be carried forward and applied to the tax
liability of the 5 taxable years following the excess
credit year. The credit shall be applied to the earliest
year for which there is aliability. If there is credit
fromnore than one tax year that is available to offset a
liability, earlier credit shall be applied first.

(5) The Departnent of Revenue shall pronul gate such
rul es and regul ati ons as may be deened necessary to carry
out the purposes of this subsection (g).

(6) The credit shall be available for eligible
enpl oyees hired on or after January 1, 1986.

(h) Investnment credit; H gh Inpact Business.

(1) Subject to subsections (b) and (b-5) of Section
5.5 of the Illinois Enterprise Zone Act, a taxpayer shal
be al | oned a credit against the tax inposed by
subsections (a) and (b) of this Section for investnent in
qualified property which is placed in service by a
Department of Commrerce and Community Affairs designated
H gh I npact Business. The credit shall be .5% of the

basis for such property. The <credit shall not be
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available (i) until the m nimminvestnents in qualified
property set forth in subdivision (a)(3)(A) of Section
5.5 of the Illinois Enterprise Zone Act have been
satisfied or (ii) until the tinme authorized in subsection
(b-5) of the Illinois Enterprise Zone Act for entities
desi gnated as Hi gh I npact Businesses under subdivisions
(a)(3)(B), (a)(3)(0, and (a)(3)(D) of Section 5.5 of the
II'linois Enterprise Zone Act, and shall not be allowed to
the extent that it would reduce a taxpayer's liability
for the tax inposed by subsections (a) and (b) of this
Section to below zero. The credit applicable to such
investnments shall be taken in the taxable year in which
such investnents have been conpleted. The credit for

addi tional investnents beyond the m nimuminvestnent by a

desi gnated high I npact busi ness aut hori zed under
subdivision (a)(3)(A) of Section 5 5 of the Illinois
Enterprise Zone Act shall be available only in the

taxable year in which the property is placed in service
and shall not be allowed to the extent that it would
reduce a taxpayer's liability for the tax inposed by
subsections (a) and (b) of this Section to below zero.
For tax years ending on or after Decenber 31, 1987, the
credit shall be allowed for the tax year in which the
property is placed in service, or, if the amount of the
credit exceeds the tax liability for that year, whether
it exceeds the original liability or the liability as
| ater anended, such excess may be <carried forward and
applied to the tax Iliability of +the 5 taxable years
follow ng the excess credit year. The «credit shall be
applied to the wearliest year for which there is a
ltability. |If there is credit from nore than one tax
year that is available to offset a liability, the credit
accruing first in time shall be applied first.

Changes made in this subdivision (h)(1) by Public
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Act 88-670 restore changes nmade by Public Act 85-1182 and
reflect existing | aw.

(2) The term qualified property nmneans property
whi ch:

(A is t angi bl e, whet her new or used,
including buildings and structural conponents of
bui | di ngs;

(B) is depreciable pursuant to Section 167 of
the Internal Revenue Code, except that "3-year
property” as defined in Section 168(c)(2)(A) of that
Code is not eligible for the credit provided by this
subsection (h);

(© is acquired by purchase as defined in
Section 179(d) of the Internal Revenue Code; and

(D) is not eligible for the Enterprise Zone
| nvestnent Credit provided by subsection (f) of this
Secti on.

(3) The basis of qualified property shall be the
basis used to conpute the depreciation deduction for
federal incone tax purposes.

(4) If the basis of the property for federal incone
tax depreciation purposes is increased after it has been
pl aced in service in a federally designated Foreign Trade
Zone or Sub-Zone located in Illinois by the taxpayer, the
anount of such increase shall be deened property placed
in service on the date of such increase in basis.

(5 The term"placed in service" shall have the
sane neani ng as under Section 46 of the Internal Revenue
Code.

(6) If during any taxable year ending on or before
Decenmber 31, 1996, any property ceases to be qualified
property in the hands of the taxpayer wthin 48 nonths
after being placed in service, or the situs of any

qualified property is noved outside Illinois wthin 48
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months after being placed in service, the tax inposed
under subsections (a) and (b) of this Section for such
taxabl e year shall be increased. Such increase shall be
determ ned by (i) reconputing the investnent credit which
woul d have been allowed for the year in which credit for
such property was originally allowed by elimnating such
property from such conputation, and (ii) subtracting such
reconputed credit fromthe anmount of credit previously

al | owed. For the purposes of this paragraph (6), a

reduction of the basis of qualified property resulting

from a redetermnation of the purchase price shall be
deened a disposition of qualified property to the extent
of such reducti on.

(7) Beginning wth tax years ending after Decenber

31, 1996, if a taxpayer qualifies for the <credit under

this subsection (h) and thereby is granted a tax

abatenent and the taxpayer relocates its entire facility
in violation of the explicit ternms and |l ength of the
contract under Section 18-183 of the Property Tax Code,
the tax inposed under subsections (a) and (b) of this

Section shall be increased for the taxable year in which

the taxpayer relocated its facility by an anmount equal to

the anount of credit received by the taxpayer under this

subsection (h).

(i) Credit for Personal Property Tax Repl acenent |ncone
Tax. A credit shall be allowed agai nst the tax inposed by
subsections (a) and (b) of this Section for the tax inposed
by subsections (c) and (d) of this Section. This credit
shall be conputed by multiplying the tax i nposed by
subsections (c) and (d) of this Section by a fraction, the
nunmer ator of which is base income allocable to Illinois and
t he denom nator of which is Illinois base income, and further
mul ti plyi ng t he pr oduct by the tax rate inposed by

subsections (a) and (b) of this Section.
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Any credit earned on or after Decenber 31, 1986 under
this subsection which is wunused in the year the credit is
conput ed because it exceeds the tax liability inposed by
subsections (a) and (b) for that year (whether it exceeds the
original liability or the liability as | ater anmended) nay be
carried forward and applied to the tax liability inposed by
subsections (a) and (b) of the 5 taxable years follow ng the
excess credit year. This credit shall be applied first to
the earliest year for which there is a liability. |If there
is a credit under this subsection fromnore than one tax year
that is available to offset a liability the earliest credit
arising under this subsection shall be applied first.

If, during any taxable year ending on or after Decenber
31, 1986, the tax inposed by subsections (c) and (d) of this
Section for which a taxpayer has clainmed a credit under this
subsection (i) is reduced, the anpbunt of credit for such tax
shal |l al so be reduced. Such reduction shall be determ ned by
reconputing the credit to take into account the reduced tax
i nposed by subsections (c) and (d). |If any portion of the
reduced amount of «credit has been carried to a different
t axabl e year, an anmended return shall be filed for such
taxabl e year to reduce the anount of credit clained.

(j) Training expense credit. Beginning with tax years
ending on or after Decenber 31, 1986, a taxpayer shall Dbe
allowed a «credit against the tax inposed by subsections (a)

and (b) under this Section for all anobunts paid or accrued,

on behalf of all persons enployed by the taxpayer in Illinois
or Illinois residents enployed outside of |Illinois by a
t axpayer, for educational or vocat i onal training in

sem -technical or technical fields or sem-skilled or skilled
fields, which were deducted from gross inconme in the
conput ati on of taxable inconme. The credit against the tax
i nposed by subsections (a) and (b) shall be 1.6% of such

trai ni ng expenses. For partners, sharehol ders of subchapter
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S corporations, and owners of limted liability conpanies, if
the liability conmpany is treated as a partnership for
pur poses of federal and State incone taxation, there shall be
allowed a credit under this subsection (j) to be determ ned
in accordance wth the determ nation of i ncome and
distributive share of inconme under Sections 702 and 704 and
subchapter S of the Internal Revenue Code.

Any credit allowed under this subsection which is unused
in the year the credit is earned may be carried forward to
each of the 5 taxable years follow ng the year for which the
credit is first conmputed until it is used. This credit shal
be applied first to the earliest year for which there is a
l[tability. |If there is a credit under this subsection from
nmore than one tax year that is available to offset a
l[itability the earliest credit arising under this subsection
shall be applied first.

(k) Research and devel opnent credit.

Beginning with tax years ending after July 1, 1990, a
t axpayer shall be allowed a credit against the tax inposed by
subsections (a) and (b) of this Section for increasing
research activities in this State. The «credit allowed
against the tax inposed by subsections (a) and (b) shall be
equal to 6 1/2% of the qualifying expenditures for increasing
research activities in this St at e. For partners,
shar ehol ders of subchapter S corporations, and owners of
limted liability conpanies, if the liability conpany is
treated as a partnership for purposes of federal and State
inconme taxation, there shall be allowed a credit under this
subsection to be determ ned in accordance wth t he
determnation of inconme and distributive share of incone
under Sections 702 and 704 and subchapter S of the Internal
Revenue Code.

For pur poses of this subsecti on, "qualifying

expendi tures” neans the qualifying expenditures as defined
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for the federal «credit for increasing research activities
whi ch woul d be all owabl e under Section 41 of the Internal
Revenue Code and which are conducted in this State,
"qualifying expenditures for increasing research activities
in this State" neans the excess of qualifying expenditures
for the taxable year in which incurred over qualifying
expenditures for the base period, "qualifying expenditures
for the base period" neans the average of the qualifying
expenditures for each year in the base period, and "base
period" nmeans the 3 taxable years immediately preceding the
t axabl e year for which the determ nation is being nade.

Any credit in excess of the tax liability for the taxable
year may be carried forward. A taxpayer may el ect to have the
unused credit shown on its final conpleted return carried
over as a credit against the tax liability for the follow ng
5 taxable years or until it has been fully used, whichever
occurs first.

| f an unused credit is carried forward to a given year
from 2 or nore earlier years, that credit arising in the
earliest year will be applied first against the tax liability
for the given year. |If a tax liability for the given year
still remains, the credit fromthe next earliest year wll
then be applied, and so on, until all credits have been used
or no tax liability for the given year renains. Any
remai ning unused credit or credits then wll be carried
forward to the next following year in which a tax liability
is incurred, except that no credit can be carried forward to
a year which is nore than 5 years after the year in which the
expense for which the credit is given was incurred.

Unl ess extended by law, the <credit shall not include
costs incurred after Decenber 31, 2004, except for costs
incurred pursuant to a binding contract entered into on or
bef ore Decenber 31, 2004.

No inference shall be drawn fromthis amendatory Act of
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the 91st Ceneral Assenbly in construing this Section for

t axabl e years begi nning before January 1, 1999.

(1) Environmental Renediation Tax Credit.

(1) For tax years ending after Decenber 31, 1997
and on or before Decenber 31, 2001, a taxpayer shall be
allowed a «credit against the tax inposed by subsections
(a) and (b) of this Section for certain anmounts paid for
unrei nbursed eligible renediation costs, as specified in
this subsection. For purposes of this Section,
"unreinbursed eligible renediation costs" neans costs
approved by the Illinois Environnental Protection Agency
("Agency") wunder Section 58.14 of the Environnental
Protection Act that were paid in perform ng environnmental
remedi ation at a site for which a No Further Renedi ation
Letter was issued by the Agency and recorded under
Section 58.10 of the Environnental Protection Act. The
credit must be clained for the taxable year in which
Agency approval of the eligible renediation costs is
granted. The credit is not available to any taxpayer if
the taxpayer or any related party caused or contributed
to, in any material respect, a release of regulated
substances on, in, or under the site that was identified
and addressed by the renedial action pursuant to the Site
Renedi ati on Program of the Environnental Protection Act.
After the Pollution Control Board rules are adopted
pursuant to the Illinois Adm nistrative Procedure Act for
the adm ni stration and enforcenent of Section 58.9 of the

Envi ronnental Protection Act, determ nations as to credit

availability for purposes of this Section shall be nade
consistent wth those rules. For purposes of this
Section, "t axpayer"” i ncl udes a person whose tax

attributes the taxpayer has succeeded to under Section
381 of the Internal Revenue Code and "related party”

i ncl udes the persons disallowed a deduction for | osses by


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

-21- LRB093 09361 SJM 09596 b

paragraphs (b), (c), and (f)(1) of Section 267 of the
Internal Revenue Code by virtue of being a related
t axpayer, as well as any of its partners. The credit
allowed against the tax inposed by subsections (a) and
(b) shall be equal to 25%of the wunreinbursed eligible
remedi ation costs in excess of $100,000 per site, except
that the $100, 000 threshold shall not apply to any site
contained in an enterprise zone as determ ned by the
Depart ment of Comrerce and Community Affairs. The total
credit allowed shall not exceed $40,000 per year with a
maxi mum total of $150,000 per site. For partners and
shar ehol ders of subchapter S corporations, there shall be
allowed a credit under this subsection to be determ ned
in accordance with the determnation of inconme and
di stributive share of inconme under Sections 702 and 704
and subchapter S of the Internal Revenue Code.

(i) Acredit allowed under this subsection that is
unused in the vyear the credit is earned may be carried
forward to each of the 5 taxable years follow ng the year
for which the credit is first earned until it 1is wused.
The term "unused credit" does not include any anmounts of
unrei nbursed eligible remedi ation costs in excess of the
maxi mum credit per site authorized under paragraph (i).
This credit shall be applied first to the earliest year
for which there is aliability. |If there is a credit
under this subsection fromnore than one tax year that is
available to offset a liability, the wearliest <credit
arising under this subsection shall be applied first. A
credit allowed under this subsection may be sold to a
buyer as part of a sale of all or part of the renediation
site for which the credit was granted. The purchaser of
a renediation site and the tax credit shall succeed to
the wunused credit and remaining carry-forward period of

the seller. To perfect the transfer, the assignor shal
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record the transfer in the chain of title for the site

and provide witten notice to the Drector of the

II'linois Departnent of Revenue of the assignor's intent

to sell the renediation site and the anount of the tax

credit to be transferred as a portion of the sale. 1In no
event may a credit be transferred to any taxpayer if the
taxpayer or a related party would not be eligible under

t he provisions of subsection (i).

(ti1) For purposes of this Section, the term"site"
shal | have the sane neaning as under Section 58.2 of the
Envi ronnmental Protection Act.

(m Education expense credit. Beginning with tax years
ending after Decenber 31, 1999, a taxpayer who is the
custodi an of one or nore qualifying pupils shall be allowed a
credit against the tax inposed by subsections (a) and (b) of
this Section for qualified education expenses incurred on
behalf of the qualifying pupils. The credit shall be equal
to 25% of qualified education expenses, but in no event may

the total <credit wunder this subsection clainmed by a famly

that is the custodian of qualifying pupils exceed $500. I n
no event shall a credit under this subsection reduce the
taxpayer's liability under this Act to |less than zero. Thi s

subsection is exenpt fromthe provisions of Section 250 of
this Act.

For purposes of this subsection:

"Qualifying pupils" neans individuals who (i) are
residents of the State of Illinois, (ii) are under the age of
21 at the <close of +the school year for which a credit is
sought, and (iii) during the school year for which a credit
is sought were full-tinme pupils enrolled in a kindergarten
t hrough twel fth grade education program at any school, as
defined in this subsection.

"Qualified education expense" neans the anmount incurred

on behalf of a qualifying pupil in excess of $250 for
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tuition, book fees, and |lab fees at the school in which the
pupil is enrolled during the regular school year.

"School " means any public or nonpublic elenmentary or
secondary school in Illinois that is in conpliance with Title
VI. of the Gvil R ghts Act of 1964 and attendance at which
satisfies the requirenents of Section 26-1 of the School
Code, except that nothing shall be construed to require a
child to attend any particular public or nonpublic school to
qualify for the credit under this Section.

"Custodian” neans, with respect to qualifying pupils, an
Illinois resident who is a parent, the parents, a |egal
guardi an, or the |egal guardians of the qualifying pupils.
(Source: P.A 91-9, eff. 1-1-00; 91-357, eff. 7-29-99;
91-643, eff. 8-20-99; 091-644, eff. 8-20-99; 91-860, eff.
6- 22-00; 91-913, eff. 1-1-01; 92-12, eff. 7-1-01; 92-16, eff.
6- 28-01; 92-651, eff. 7-11-02; 92-846, eff. 8-23-02.)

(35 I'LCS 5/211)
Sec. 211. Econom c Devel opnent for a G ow ng Econony Tax
Credit. For tax years beginning on or after January 1, 1999

and ending on or before June 30, 2005, a Taxpayer who has

entered into an Agreenent under the Econom c Devel opnent for
a Gowng Econony Tax Credit Act is entitled to a credit
agai nst the taxes inposed under subsections (a) and (b) of
Section 201 of this Act in an anount to be determned in the
Agreenment. |If the Taxpayer is a partnership or Subchapter S
corporation, the credit shall be allowed to the partners or
sharehol ders in accordance with the determ nation of incone
and distributive share of incone under Sections 702 and 704
and subchapter S of the Internal Revenue Code. The
Departnent, in cooperation wth the Departnent of Comrerce
and Community Affairs, shall prescribe rules to enforce and
adm nister the provisions of this Section. This-Seetton-is

exenpt - fromt he- provi st ons- of - Sect t on- 250- of - t hi s- Aet -
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The credit shall be subject to the conditions set forth

in the Agreenent and the followng [imtations:

(1) The tax credit shall not exceed the Increnental
Incone Tax (as defined in Section 5-5 of the Econom c
Devel opnent for a G ow ng Econony Tax Credit Act) wth
respect to the project.

(2) The anobunt of the credit allowed during the tax
year plus the sumof all anounts allowed in prior years
shal | not exceed 100% of the aggregate anount expended by
t he Taxpayer during all prior tax years on approved costs
defined by Agreenent.

(3) The anobunt of the credit shall be determ ned on
an annual basis. Except as applied in a carryover year
pursuant to Section 211(4) of this Act, the credit may
not be applied against any State incone tax liability in
nore than 10 taxable years; provided, however, that (i)
an eligible business certified by the Departnent of
Commer ce and Community Affairs wunder the Corporate
Headquarters Relocation Act may not apply the credit
against any of its State incone tax liability in nore
than 15 taxable years and (ii) credits allowed to that
eligible business are subject to the conditions and
requirenents set forth in Sections 5-35 and 5-45 of the
Economi c Devel opnment for a G ow ng Econony Tax Credit
Act .

(4) The credit may not exceed the anmount of taxes
i nposed pursuant to subsections (a) and (b) of Section
201 of this Act. Any credit that is unused in the year
the credit is conputed may be carried forward and applied
to the tax liability of the 5 taxable years follow ng the
excess credit year. The credit shall be applied to the
earliest year for which thereis a tax Iliability. | f
there are credits fromnore than one tax year that are

available to offset a liability, the earlier credit shal
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be applied first.

(5) No credit shall be allowed wth respect to any
Agr eenent for any taxable vyear ending after the
Nonconpl i ance Date. Upon receiving notification by the
Department of Comrerce and Comunity Affairs of the
nonconpliance of a Taxpayer wth an Agreenent, the
Department shall notify the Taxpayer that no credit 1is
allowed wth respect to that Agreenent for any taxable
year ending after the Nonconpliance Date, as stated in
such notification. | f any credit has been allowed wth
respect to an Agreenent for a taxable year ending after
the Nonconpliance Date for that Agreenent, any refund
paid to the Taxpayer for that taxable year shall, to the
extent of that <credit allowed, be an erroneous refund
wi thin the neaning of Section 912 of this Act.

(6) For purposes of this Section, t he terns
"Agreenent ", "I ncrenent al | ncone Tax", and
"Nonconpl i ance Date" have the sane neaning as when used
in the Economc Developnent for a G ow ng Econony Tax
Credit Act.

(Source: P.A 91-476, eff. 8-11-99; 92-207, eff. 8-1-01.)

Section 10. The Use Tax Act 1is anended by changing

Sections 3-5 and 3-55 as foll ows:

(35 I'LCS 105/ 3-5) (fromCh. 120, par. 439. 3-5)

Sec. 3-5. Exenpti ons. Use of the follow ng tangible
personal property is exenpt fromthe tax inposed by this Act:

(1) Personal property purchased from a corporation
soci ety, associ ati on, f oundati on, institution, or
organi zation, other than a limted liability conpany, that is
organi zed and operated as a not-for-profit service enterprise
for the benefit of persons 65 years of age or older if the

personal property was not purchased by the enterprise for the
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pur pose of resale by the enterprise.

(2) Personal property purchased by a not-for-profit
II'linois county fair association for use in conducting,
operating, or pronoting the county fair.

(3) Personal property purchased by a not-for-profit arts
or cultural organization that establishes, by proof required
by the Departnent by rule, that it has received an exenption
under Section 501(c)(3) of the Internal Revenue Code and t hat
is organi zed and operated primarily for the presentation or
support of arts or cultural programmng, activities, or
services. These organizations include, but are not Ilimted
to, nusic and dranmatic arts organi zations such as synphony
orchestras and theatrical groups, arts and cultural service
or gani zati ons, | ocal arts counci | s, vi sual arts
organi zations, and nedia arts organi zations. On and after the
effective date of this anmendatory Act of the 92nd GCenera
Assenbly, however, an entity otherwse eligible for this
exenption shall not make tax-free purchases unless it has an
active identification nunber issued by the Departnent.

(4) Personal property purchased by a governnental body,
by a corporation, society, association, foundation, or
institution or gani zed and oper at ed excl usi vely for
charitable, religious, or educational purposes, or by a
not-for-profit corporation, society, association, foundation,
institution, or organization that has no conpensated officers
or enployees and that is organi zed and operated primarily for
the recreation of persons 55 years of age or older. Alimted
l[iability company may qualify for the exenption under this
paragraph only if the [imted liability conpany is organized
and operated exclusively for educational purposes. On and
after July 1, 1987, however, no entity otherw se eligible for
this exenption shall nake tax-free purchases unless it has an
active exenption identification nunber i ssued by t he

Depart nent .
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(5) A passenger car that is a replacenent vehicle to the
extent that the purchase price of the car is subject to the
Repl acenent Vehicl e Tax.

(6) Gaphic arts machinery and equipnment, including
repair and replacenent parts, both new and used, and
including that manufactured on special order, certified by
the purchaser to be wused primrily for gr aphi c arts
production, and including machinery and equi pnent purchased
for | ease. Equipnent includes chemcals or chemicals acting
as catalysts but only if the chemcals or chem cals acting as
catal ysts effect a direct and i medi ate change upon a graphic
arts product.

(7) Farm chem cal s.

(8 Legal tender, <currency, nedallions, or gold or
silver coi nage issued by the State of Illinois, the
government of the United States of Anerica, or the governnent
of any foreign country, and bullion.

(9) Personal property purchased froma teacher-sponsored
student organization affiliated wth an el enentary or
secondary school located in Illinois.

(10) A notor vehicle of the first division, a notor
vehicle of the second division that is a self-contai ned notor
vehi cl e desi gned or permanently converted to provide |iving
guarters for recreational, canping, or travel wuse, with
direct walk through to the living quarters fromthe driver's
seat, or a notor vehicle of the second division that is of
the van configuration designed for the transportation of not
less than 7 nor nore than 16 passengers, as defined in
Section 1-146 of the Illinois Vehicle Code, that is used for
autonobile renting, as defined in the Autonobile Renting
Cccupation and Use Tax Act.

(11) Farm machi nery and equi pnent, both new and used,
including that manufactured on special order, certified by

the purchaser to be used primarily for production agriculture
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or State or federal agricul tural progr ans, i ncl udi ng
i ndi vi dual replacenent parts for the nmachinery and equi pnent,
including machinery and equipnment purchased for |ease, and
i ncluding i npl emrents of husbandry defined in Section 1-130 of
the Illinois Vehicle Code, farm machinery and agricultural
chem cal and fertilizer spreaders, and nurse wagons required
to be registered under Section 3-809 of the Illinois Vehicle
Code, but excluding other notor vehicles required to be
regi stered under the Illinois Vehicle Code. Horticultural
pol yhouses or hoop houses used for propagating, grow ng, or
overwi ntering plants shall be considered farm nmachinery and

equi prent under this item (11). Agricultural chem cal tender

tanks and dry boxes shall include units sold separately from
a notor vehicle required to be licensed and units sold
mounted on a notor vehicle required to be licensed if the

selling price of the tender is separately stated.

Farm machinery and equipnent shall include precision
farmng equipnment that is installed or purchased to be
installed on farm machinery and equi prent incl udi ng, but not
limted to, tractors, har vesters, Sprayers, pl anters,
seeders, or spreaders. Precision farm ng equi pnent incl udes,
but is not limted to, soil testing sensors, conputers,
monitors, software, global positioning and nmappi ng systens,
and ot her such equi pnent.

Farm machi nery and equi pnent also includes conputers,
sensors, software, and related equipnment used primarily in
t he conputer-assisted operation of production agriculture
facilities, equipnment, and activities such as, but not
limted to, the <collection, nonitoring, and correl ation of
animal and crop data for the purpose of fornulating aninal
diets and agricultural chemcals. This item(11) is exenpt
fromthe provisions of Section 3-90.

(12) Fuel and petrol eum products sold to or used by an

air common carrier, certified by the carrier to be used for
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consunption, shipnent, or storage in the conduct of its
business as an air common carrier, for a flight destined for
or returning froma location or |ocations outside the United
States wthout regard to previous or subsequent donestic
st opovers.

(13) Proceeds of mandatory service charges separately
stated on custoners' bills for the purchase and consunption
of food and beverages purchased at retail froma retailer, to
the extent that the proceeds of the service charge are in
fact turned over as tips or as a substitute for tips to the
enpl oyees who participate directly in preparing, serving,
hosting or <cleaning up the food or beverage function with
respect to which the service charge is inposed.

(14) QI field exploration, drilling, and production
equi pnent, including (i) rigs and parts of rigs, rotary rigs,
cable tool rigs, and workover rigs, (ii) pipe and tubul ar
goods, including casing and drill strings, (iii) punps and
punp-jack wunits, (iv) storage tanks and flow lines, (v) any
i ndi vidual replacenent part for oil field expl orati on,
drilling, and production equipnment, and (vi) machinery and
equi pnent purchased for |ease; but excluding notor vehicles
required to be registered under the Illinois Vehicle Code.

(15) Phot oprocessing machinery and equi pnent, i ncl uding
repair and replacenent parts, both new and wused, including
t hat manuf act ur ed on special order, certified by the
purchaser to be wused primarily for photoprocessing, and
i ncl udi ng photoprocessing nmachinery and equi pnent purchased
for | ease.

(16) Coal exploration, m ning, of f hi ghway haul i ng,
processi ng, mai ntenance, and reclamation equi pment, including
repl acenent parts and equipnent, and including equipnent
purchased for |ease, but excluding notor vehicles required to
be registered under the Illinois Vehicle Code.

(17) Distillation machinery and equipnent, sold as a
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uni t or kit, assenbled or installed by the retailer,
certified by the user to be used only for the production of
et hyl alcohol that will be used for consunption as notor fuel
or as a conponent of notor fuel for the personal use of the
user, and not subject to sale or resale.

(18) Manufacturing and assenbl i ng machi nery and
equi pnent used primarily in the process of manufacturing or
assenbl i ng tangi bl e personal property for whol esale or retai
sale or | ease, whether that sale or |ease is made directly by
the manufacturer or by sonme other person, whether the
materials used in the process are owned by the manufacturer
or sonme other person, or whether that sale or |ease is nade
apart fromor as an incident to the seller's engaging in the
service occupation of producing nmachines, tools, dies, jigs,
patterns, gauges, or other simlar items of no commercial
val ue on special order for a particul ar purchaser.

(19) Personal property delivered to a purchaser or
purchaser's donee inside Illinois when the purchase order for
that personal property was received by a florist |ocated
outside Illinois who has a florist located inside Illinois
deliver the personal property.

(20) Senen used for artificial insem nation of |ivestock
for direct agricultural production.

(21) Horses, or interests in horses, registered with and
meeting the requirenments of any of the Arabian Horse C ub
Regi stry of America, Appal oosa Horse Club, Anerican Quarter
Horse Association, United States Trotting Association, or
Jockey O ub, as appropriate, used for purposes of breeding or
racing for prizes.

(22) Conputers and conmuni cations equi pnent utilized for
any hospital purpose and equi pnent wused in the diagnosis,
analysis, or treatnent of hospital patients purchased by a
| essor who | eases the equi pnent, under a | ease of one year or

| onger executed or in effect at the tinme the Ilessor would
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otherwise be subject to the tax inposed by this Act, to a
hospital that has been issued an active tax exenption
identification nunber by the Departnent under Section 1g of
the Retailers' Cccupation Tax Act. If the equipnent is
leased in a manner that does not qualify for this exenption
or is used in any other non-exenpt manner, the |essor shal
be liable for the tax inposed under this Act or the Service
Use Tax Act, as the case may be, based on the fair market
value of the property at the time the non-qualifying use
occurs. No |lessor shall collect or attenpt to collect an
anount (however designated) that purports to rei nburse that
| essor for the tax inposed by this Act or the Service Use Tax
Act, as the case may be, if the tax has not been paid by the
lessor. If a lessor inproperly collects any such anmount from
the Ilessee, the |essee shall have a legal right to claima
refund of that anmobunt fromthe |essor. | f, however, that
amount is not refunded to the |lessee for any reason, the
| essor is liable to pay that anobunt to the Departnent.

(23) Personal property purchased by a | essor who | eases
the property, wunder a |lease of one year or |onger executed
or in effect at the tinme the Ilessor would otherw se be
subject to the tax inposed by this Act, to a governnental
body that has been issued an active sales tax exenption
identification nunber by the Departnent under Section 1g of
the Retailers' COccupation Tax Act. If the property is |eased
in a manner that does not qualify for this exenption or used
in any other non-exenpt manner, the lessor shall be Iliable
for the tax inposed under this Act or the Service Use Tax
Act, as the case may be, based on the fair market value of
the property at the tinme the non-qualifying use occurs. No
| essor shall collect or attenpt to collect an anount (however
desi gnated) that purports to reinburse that Iessor for the
tax inposed by this Act or the Service Use Tax Act, as the

case may be, if the tax has not been paid by the | essor. | f
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a |l essor inproperly collects any such anount fromthe | essee,
the | essee shall have a legal right to claima refund of that
anmount from the |essor. I f, however, that anmount is not
refunded to the | essee for any reason, the lessor 1is |iable
to pay that amount to the Departnent.

(24) Beginning wth taxable vyears ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
before Decenber 31, 2004, personal property that is donated
for disaster relief to be used in a State or federally
decl ared disaster area in Illinois or bordering Illinois by a
manufacturer or retailer that is registered in this State to
a cor poration, soci ety, associ ati on, f oundat i on, or
institution that has been issued a sales tax exenption
identification nunber by the Departnent that assists victinms
of the disaster who reside within the decl ared di saster area.

(25) Beginning with taxable years ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
bef ore Decenber 31, 2004, personal property that is wused in
the performance of infrastructure repairs in this State,
including but not limted to nunicipal roads and streets,
access roads, bridges, sidewalks, waste disposal systens,
water and sewer |line extensions, water distribution and
purification facilities, stormwater drainage and retention
facilities, and sewage treatnent facilities, resulting froma
State or federally declared disaster in Illinois or bordering
I[I'linois when such repairs are initiated on facilities
| ocated in the declared disaster area within 6 nonths after
t he disaster.

(26) Beginning July 1, 1999, gane or gane birds
purchased at a "gane breeding and hunting preserve area" or
an "exotic gane hunting area" as those terns are used in the
Wldlife Code or at a hunting enclosure approved through
rules adopted by the Departnment of Natural Resources. This

par agraph is exenpt fromthe provisions of Section 3-90.
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(27) A notor vehicle, as that termis defined in Section

1- 146 of the Illinois Vehicle Code, that is donated to a
corporation, limted liability conmpany, society, association,
f oundati on, or institution that is determned by the

Departnment to be organized and operated exclusively for
educati onal purposes. For purposes of this exenption, "a
corporation, limted liability conpany, society, association,
foundation, or institution organized and operated exclusively
for educational purposes” neans all tax-supported public
school s, private schools that offer systematic instruction in
useful branches of Ilearning by nethods comon to public
schools and that conpare favorably in their scope and
intensity with the course of study presented in tax-supported
school s, and vocational or technical schools or institutes
organi zed and operated exclusively to provide a course of
study of not less than 6 weeks duration and designed to
prepare individuals to follow a trade or to pursue a manual
techni cal, nmechanical, industrial, business, or commercial
occupati on.

(28) Beginning January 1, 2000 and through June 30,

2005, personal property, including food, purchased through
fundraising events for the benefit of a public or private
el ementary or secondary school, a group of those schools, or
one or nore school districts if the events are sponsored by
an entity recognized by the school district that consists
primarily of volunteers and includes parents and teachers of
t he school children. This paragraph does not apply to
fundraising events (i) for the benefit of private hone
instruction or (ii) for which the f undr ai si ng entity
purchases the personal property sold at the events from
anot her individual or entity that sold the property for the
purpose of resale by the fundraising entity and that profits
fromthe sale to the fundraising entity. This--paragraph--ts

exenpt - from t he- provi st ons- of - Seet t on- 3- 90-
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(29) Beginning January 1, 2000 and through Decenber 31,
2001, new or used autonmatic vendi ng machi nes that prepare and
serve hot food and beverages, including coffee, soup, and
other itens, and replacenent parts for these nmachines.

Begi nni ng January 1, 2002 and through June 30, 2005, nachi nes

and parts for machines wused in conmercial, coin-operated
anmusenent and vendi ng business if a use or occupation tax 1is
paid on the gross receipts derived from the use of the
commerci al, coin-operated anusenent and vending machines.
Thi s- par agr aph-+ s- exenpt - from t he- pr ovi st ons- of - Seet t on- 3- 90:

(30) Food for human consunption that is to be consuned
off the premses where it is sold (other than alcoholic
beverages, soft drinks, and food that has been prepared for
i mredi at e consunption) and prescription and nonprescription
medi ci nes, drugs, nedical appliances, and insulin, urine
testing materials, syringes, and needles used by diabetics,
for human use, when purchased for use by a person receiving
medi cal assistance under Article 5 of the Illinois Public Ad
Code who resides in a licensed long-term care facility, as
defined in the Nursing Hone Care Act.

(31) Beginning on the effective date of this amendatory

Act of the 92nd Ceneral Assenbly and through June 30, 2005,

conputers and conmunications equipnment wutilized for any
hospi t al purpose and equipnment wused in the diagnosis,
anal ysis, or treatnment of hospital patients purchased by a
| essor who | eases the equi pnment, under a | ease of one year or
| onger executed or in effect at the tinme the | essor would
ot herwi se be subject to the tax inposed by this Act, to a
hospital that has been issued an active tax exenption
identification nunber by the Departnent under Section 1g of
the Retailers' Cccupation Tax Act. If the equipnent is
leased in a manner that does not qualify for this exenption
or is used in any other nonexenpt manner, the |lessor shall be

liable for the tax inposed under this Act or the Service Use
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Tax Act, as the case nay be, based on the fair market val ue
of the property at the tine the nonqualifying use occurs. No
| essor shall collect or attenpt to collect an anount (however
desi gnated) that purports to reinburse that Iessor for the
tax inmposed by this Act or the Service Use Tax Act, as the
case may be, if the tax has not been paid by the | essor. | f
a |l essor inproperly collects any such anount fromthe | essee,
the | essee shall have a legal right to claima refund of that
anmount from the |essor. I f, however, that anmount is not
refunded to the | essee for any reason, the lessor 1is |iable
to pay that amount to the Departnent. This-paragraph-is
exenpt - fromt he- provi st ons- of - Seet t on- 3- 90-

(32) Beginning on the effective date of this amendatory

Act of the 92nd General Assenbly and through June 30, 2005,

personal property purchased by a lessor who |eases the
property, under a |ease of one year or |onger executed or in
effect at the tine the | essor woul d otherwi se be subject to
the tax inposed by this Act, to a governnental body that has
been issued an active sales tax exenption identification
nunber by the Departnent under Section 1g of the Retailers

Cccupation Tax Act. |If the property is leased in a manner
that does not qualify for this exenption or used in any other
nonexenpt manner, the |lessor shall be liable for the tax
i nposed under this Act or the Service Use Tax Act, as the
case my be, based on the fair market value of the property
at the time the nonqualifying use occurs. No |essor shal

collect or attenpt to collect an anount (however desi gnated)
that purports to reinburse that |essor for the tax inposed by
this Act or the Service Use Tax Act, as the case may be, if
the tax has not been paid by the lessor. |If a |lessor
i nproperly collects any such anount from the |essee, the
| essee shall have a legal right to claima refund of that
amount fromthe lessor. |If, however, that anount 1is not

refunded to the | essee for any reason, the lessor is |iable
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to pay that anmount to the Departnent. Thi s- - paragraph--ts
exenpt - from t he- provi st ons- of - Seet  on- 3- 90-

(Source: P.A 91-51, eff. 6-30-99; 91-200, eff. 7-20-99;
91-439, eff. 8-6-99; 91-637, eff. 8-20-99; 91-644, eff.
8-20-99; 91-901, eff. 1-1-01; 92-35, eff. 7-1-01; 92-227,
eff. 8-2-01; 92-337, eff. 8-10-01; 92-484, eff. 8-23-01;
92-651, eff. 7-11-02.)

(35 I'LCS 105/ 3-55) (from Ch. 120, par. 439. 3-55)

Sec. 3-55. Miltistate exenption. The tax inposed by
this Act does not apply to the wuse of tangible personal
property in this State under the follow ng circunstances:

(a) The use, in this State, of tangible personal
property acquired outside this State by a nonr esi dent
i ndi vidual and brought into this State by the individual for
his or her own use while tenporarily wthin this State or
whi | e passing through this State.

(b) The use, in this State, of tangible personal
property by an interstate carrier for hire as rolling stock
moving in interstate commerce or by |lessors under a | ease of
one year or longer executed or in effect at the tine of
purchase of tangi ble personal property by interstate carriers
for-hire for use as rolling stock noving in interstate
comerce as long as so used by the interstate carriers
for-hire, and equipnent operated by a telecomunications
provider, licensed as a comon carrier by the Federal
Communi cati ons Conmi ssion, which is permanently installed in
or affixed to aircraft noving in interstate commerce.

(c) The wuse, in this State, by owners, |lessors, or
shi ppers of tangible personal property that is wutilized by
interstate carriers for hire for use as rolling stock noving
ininterstate conmerce as long as so used by the interstate
carriers for hire, and equi pnment oper at ed by a

t el ecomuni cations provider, licensed as a conmon carrier by
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the Federal Communications Conm ssion, which is permanently
installed in or affixed to aircraft noving in interstate
conmer ce.

(d) The use, in this State, of tangible personal
property that is acquired outside this State and caused to be
brought into this State by a person who has already paid a
tax in another State in respect to the sale, purchase, or use
of that property, to the extent of the anount of the tax
properly due and paid in the other State.

(e) The tenporary storage, in this State, of tangible
personal property that is acquired outside this State and
that, after being brought into this State and stored here
tenporarily, is used solely outside this State or is
physically attached to or incorporated into other tangible
personal property that is used solely outside this State, or
is altered by converti ng, fabricating, manuf act uri ng,
printing, processing, or shaping, and, as altered, is used
solely outside this State.

(f) The tenporary storage in this State of building
materials and fixtures that are acquired either in this State
or outside this State by an Illinois registered conbination
retailer and construction contractor, and that the purchaser
thereafter wuses outside this State by incorporating that
property into real estate |ocated outside this State.

(g) The use or purchase of tangi bl e personal property by
a common carrier by rail or notor that receives the physical
possession of the property in Illinois, and that transports
the property, or shares with another comon carrier in the
transportation of the property, out of Illinois on a standard
uniform bill of |lading showing the seller of the property as
t he shi pper or consignor of the property to a destination
outside Illinois, for use outside Illinois.

(h) The wuse, inthis State, of a nmotor vehicle that was

sold in this State to a nonresident, even though the notor
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vehicle is delivered to the nonresident in this State, if the
nmotor vehicle is not to be titled in this State, and if a
drive-away permt is issued to the notor vehicle as provided
in Section 3-603 of the Illinois Vehicle Code or if the
nonr esi dent purchaser has vehicle registration plates to
transfer to the notor vehicle upon returning to his or her
home state. The issuance of the drive-away permt or having
the out-of-state registration plates to be transferred shal
be prima facie evidence that the notor vehicle wll not be
titled in this State.

(1) Beginning July 1, 1999, the use, in this State, of
fuel acquired outside this State and brought into this State
in the fuel supply tanks of |oconotives engaged in freight
haul i ng and passenger service for interstate comerce. This
subsection is exenpt fromthe provisions of Section 3-90.

(j) Beginning on January 1, 2002 and through June 30,

2005, the use of tangi ble personal property purchased from an
Illinois retailer by a taxpayer engaged in centralized
purchasing activities in Illinois who will, upon receipt of
the property in lllinois, tenporarily store the property in
II'linois (i) for the purpose of subsequently transporting it
outside this State for use or consunption thereafter solely
outside this State or (ii) for the purpose of bei ng
processed, fabricated, or manufactured into, attached to, or
incorporated into other tangible personal property to be
transported outside this State and thereafter used or
consuned solely outside this State. The Director of Revenue
shall, pursuant to rules adopted in accordance with the
I1linois Adm nistrative Procedure Act, issue a permt to any
t axpayer in good standing with the Departnent who is eligible
for the exenption wunder this subsection (j). The permt
i ssued under this subsection (j) shall authorize the holder,
to the extent and in the manner specified in the rules

adopted wunder this Act, to purchase tangible per sona
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property from a retailer exenpt fromthe taxes inposed by
this Act. Taxpayers shall maintain all necessary books and
records to substantiate the use and consunption of all such
tangi bl e personal property outside of the State of Illinois.
(Source: P.A 91-51, eff. 6-30-99; 91-313, eff. 7-29-99;
91-587, eff. 8-14-99; 92-16, -eff. 6-28-01; 92-488, eff.
8-23-01; 92-680, eff. 7-16-02.)

Section 15. The Service Use Tax Act 1is anended by

changi ng Sections 3-5 and 3-45 as foll ows:

(35 I'LCS 110/ 3-5) (fromCh. 120, par. 439.33-5)

Sec. 3-5. Exenpti ons. Use of the follow ng tangible
personal property is exenpt fromthe tax i nposed by this Act:

(1) Personal property purchased from a corporation
soci ety, associ ati on, f oundati on, institution, or
organi zation, other than a limted liability conpany, that is
organi zed and operated as a not-for-profit service enterprise
for the benefit of persons 65 years of age or older if the
personal property was not purchased by the enterprise for the
purpose of resale by the enterprise.

(2) Personal property purchased by a non-profit Illinois
county fair association for use in conducting, operating, or
pronoting the county fair.

(3) Personal property purchased by a not-for-profit arts
or cultural organization that establishes, by proof required
by the Departnent by rule, that it has received an exenption
under Section 501(c)(3) of the Internal Revenue Code and t hat
is organi zed and operated primarily for the presentation or
support of arts or cultural programmng, activities, or
services. These organizations include, but are not Ilimted
to, music and dramatic arts organizations such as synphony
orchestras and theatrical groups, arts and cultural service

or gani zati ons, | ocal arts counci | s, vi sual arts
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organi zations, and nedia arts organi zations. On and after the
effective date of this anmendatory Act of the 92nd GCenera
Assenbly, however, an entity otherwse eligible for this
exenption shall not make tax-free purchases unless it has an
active identification nunber issued by the Departnent.

(4) Legal tender, <currency, nedallions, or gold or
silver coi nage issued by the State of Illinois, the
government of the United States of Anerica, or the governnent
of any foreign country, and bullion.

(5 Gaphic arts machinery and equipnment, including
repair and replacenent parts, both new and used, and
i ncl udi ng that manufactured on special order or purchased for
| ease, certified by the purchaser to be used primarily for
graphic arts production. Equipnent includes chemcals or
chemcals acting as catalysts but only if the chem cals or
chem cals acting as catalysts effect a direct and i mmediate
change upon a graphic arts product.

(6) Personal property purchased froma teacher-sponsored
st udent or gani zati on affiliated with an elenentary or
secondary school located in Illinois.

(7) Farm machinery and equi pnent, both new and used,
including that manufactured on special order, certified by
the purchaser to be used primarily for production agriculture
or State or federal agricul tural progr ans, i ncl udi ng
i ndi vi dual replacenent parts for the machi nery and equi pnent,
including machinery and equipnment purchased for |ease, and
i ncluding i npl emrents of husbandry defined in Section 1-130 of
the Illinois Vehicle Code, farm machinery and agricultural
chem cal and fertilizer spreaders, and nurse wagons required
to be registered under Section 3-809 of the Illinois Vehicle
Code, but excluding other notor vehicles required to be
regi stered under the Illinois Vehicle Code. Horticultural
pol yhouses or hoop houses used for propagating, grow ng, or

overwi ntering plants shall be considered farm nmachinery and


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

-41- LRB093 09361 SJM 09596 b

equi prent under this item (7). Agricultural chem cal tender

tanks and dry boxes shall include units sold separately from
a notor vehicle required to be licensed and units sold
mounted on a notor vehicle required to be licensed if the

selling price of the tender is separately stated.

Farm machinery and equipnent shall include precision
farmng equipnment that is installed or purchased to be
installed on farm machinery and equi prent incl udi ng, but not
limted to, tractors, har vesters, Sprayers, pl anters,
seeders, or spreaders. Precision farm ng equi pnent incl udes,
but is not limted to, soil testing sensors, conputers,
monitors, software, global positioning and nmappi ng systens,
and ot her such equi pnent.

Farm machi nery and equi pnent also includes conputers,
sensors, software, and related equipnment used primarily in
t he conputer-assisted operation of production agriculture
facilities, equipnment, and activities such as, but not
limted to, the collection, nonitoring, and correl ation of
animal and crop data for the purpose of fornulating aninal
diets and agricultural chemcals. This item(7) is exenpt
fromthe provisions of Section 3-75.

(8) Fuel and petrol eum products sold to or wused by an
air common carrier, certified by the carrier to be used for
consunption, shipnent, or storage in the conduct of its
business as an air common carrier, for a flight destined for
or returning froma location or |ocations outside the United
States wthout regard to previous or subsequent donestic
st opovers.

(9) Proceeds of mandatory service charges separately
stated on custoners' bills for the purchase and consunption
of food and beverages acquired as an incident to the purchase
of a service from a serviceman, to the extent that the
proceeds of the service charge are in fact turned over as

tips or as a substitute for tips to the enployees who
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participate directly in preparing, serving, hosting or
cl eaning up the food or beverage function wth respect to
whi ch the service charge is inposed.

(10) a1l field exploration, drilling, and production
equi pnent, including (i) rigs and parts of rigs, rotary rigs,
cable tool rigs, and workover rigs, (ii) pipe and tubular
goods, including casing and drill strings, (iii) punps and
punp-jack units, (iv) storage tanks and flow lines, (v) any
i ndi vi dual repl acenent part for oil field exploration,
drilling, and production equipnent, and (vi) nmachinery and
equi pnent purchased for |ease; but excluding notor vehicles
required to be registered under the Illinois Vehicle Code.

(11) Proceeds fromthe sale of photoprocessing machi nery
and equi pnent, including repair and replacenent parts, both
new and used, including that manufactured on special order,
certified by the purchaser to be used primarily for
phot opr ocessi ng, and includi ng photoprocessi ng machi nery and
equi pnent purchased for | ease.

(12) Coal exploration, m ning, of f hi ghway haul i ng,
processi ng, mai ntenance, and reclamation equi pment, including
replacenent parts and equipnent, and including equipnent
purchased for |ease, but excluding notor vehicles required to
be registered under the Illinois Vehicle Code.

(13) Senen used for artificial insem nation of |ivestock
for direct agricultural production.

(14) Horses, or interests in horses, registered with and
meeting the requirenents of any of the Arabian Horse Cub
Regi stry of Anerica, Appal oosa Horse Club, Anmerican Quarter
Horse Association, United States Trotting Association, or
Jockey O ub, as appropriate, used for purposes of breeding or
racing for prizes.

(15) Conputers and conmuni cati ons equi pnent utilized for
any hospital purpose and equipnent used in the diagnosis,

anal ysis, or treatnent of hospital patients purchased by a
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| essor who | eases the equi pnment, under a | ease of one year or
| onger executed or in effect at the tinme the | essor would
ot herwi se be subject to the tax inposed by this Act, to a
hospital that has been issued an active tax exenption
identification nunber by the Departnent under Section 1g of
the Retailers' COccupation Tax Act. If the equipnent is |eased
in a manner that does not qualify for this exenption or is
used in any other non-exenpt manner, the |essor shall be
liable for the tax inposed under this Act or the Use Tax Act,
as the case may be, based on the fair market value of the
property at the time the non-qualifying use occurs. No
| essor shall collect or attenpt to collect an anmount (however
designated) that purports to reinburse that |essor for the
tax inposed by this Act or the Use Tax Act, as the case may
be, if the tax has not been paid by the lessor. |If a |essor
inproperly collects any such amunt fromthe | essee, the
| essee shall have a legal right to claim a refund of that
anmount from the |essor. I f, however, that anmount is not
refunded to the | essee for any reason, the lessor 1is |iable
to pay that amount to the Departnent.

(16) Personal property purchased by a | essor who | eases
the property, under a | ease of one year or |onger executed or
in effect at the tine the |lessor would otherwi se be subject
to the tax inposed by this Act, to a governnental body that
has been issued an active tax exenption identification nunber
by the Departnent wunder Section 1g of the Retailers
Cccupation Tax Act. If the property is |eased in a manner
that does not qualify for this exenption or is wused in any
other non-exenpt manner, the | essor shall be liable for the
tax inposed under this Act or the Use Tax Act, as the case
may be, based on the fair market value of the property at the
time the non-qualifying use occurs. No |essor shall collect
or attenpt to collect an anobunt (however designated) that

purports to reinburse that |essor for the tax inposed by this
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Act or the Use Tax Act, as the case may be, if the tax has
not been paid by the lessor. |If a lessor inproperly collects
any such anmount fromthe | essee, the lessee shall have a
legal right to claima refund of that amount fromthe | essor.
If, however, that anount is not refunded to the |essee for
any reason, the lessor is liable to pay that amount to the
Depart nent .

(17) Beginning wth taxable vyears ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
before Decenber 31, 2004, personal property that is donated
for disaster relief to be used in a State or federally
decl ared di saster area in Illinois or bordering Illinois by a
manufacturer or retailer that is registered in this State to
a cor poration, soci ety, associ ati on, f oundat i on, or
institution that has been issued a sales tax exenption
identification nunber by the Departnent that assists victins
of the disaster who reside within the decl ared di saster area.

(18) Beginning with taxable years ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
bef ore Decenber 31, 2004, personal property that is wused in
the performance of infrastructure repairs in this State,
including but not limted to nunicipal roads and streets,
access roads, bridges, sidewalks, waste disposal systens,
water and sewer |line extensions, water distribution and
purification facilities, stormwater drainage and retention
facilities, and sewage treatnent facilities, resulting froma
State or federally declared disaster in Illinois or bordering
I[I'linois when such repairs are initiated on facilities
| ocated in the declared disaster area within 6 nonths after
t he disaster.

(19) Beginning July 1, 1999, gane or gane birds
purchased at a "gane breeding and hunting preserve area" or
an "exotic gane hunting area" as those terns are used in the

WIldlife Code or at a hunting enclosure approved through
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rules adopted by the Departnment of Natural Resources. This
paragraph is exenpt fromthe provisions of Section 3-75.

(20) A notor vehicle, as that termis defined in Section

1-146 of the Illinois Vehicle Code, that is donated to a
corporation, limted liability conpany, society, association,
f oundati on, or institution that is determned by the

Departnment to be organized and operated exclusively for
educati onal purposes. For purposes of this exenption, "a
corporation, limted liability conpany, society, association,
foundation, or institution organized and operated exclusively
for educational purposes” neans all tax-supported public
school s, private schools that offer systematic instruction in
useful branches of Ilearning by nethods comon to public
schools and that conpare favorably in their scope and
intensity with the course of study presented in tax-supported
school s, and vocational or technical schools or institutes
organi zed and operated exclusively to provide a course of
study of not less than 6 weeks duration and designed to
prepare individuals to follow a trade or to pursue a manual
techni cal, nmechanical, industrial, business, or commercial
occupati on.

(21) Beginning January 1, 2000 and through June 30,

2005, personal property, including food, purchased through
fundraising events for the benefit of a public or private
el ementary or secondary school, a group of those schools, or
one or nore school districts if the events are sponsored by
an entity recognized by the school district that consists
primarily of volunteers and includes parents and teachers of
t he school children. This paragraph does not apply to
fundraising events (i) for the benefit of private hone
instruction or (ii) for which the f undr ai si ng entity
purchases the personal property sold at the events from
anot her individual or entity that sold the property for the

purpose of resale by the fundraising entity and that profits
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fromthe sale to the fundraising entity. This--paragraph--ts
exenpt - fromt he- provi st ons- of - Seet t on- 3- 76-

(22) Beginning January 1, 2000 and through Decenber 31,
2001, new or used autonmatic vendi ng machi nes that prepare and
serve hot food and beverages, including coffee, soup, and
other itens, and replacenent parts for these machines.

Begi nni ng January 1, 2002 and through June 30, 2005, nachi nes

and parts for machines wused in conmercial, coin-operated
anmusenent and vendi ng business if a use or occupation tax 1is
paid on the gross receipts derived from the use of the
commercial, coin-operated anusenent and vending machines.
Thi s- par agr aph-+ s- exenpt - from t he- pr ovi st ons- of - Seet t on- 3- 75:

(23) Food for human consunption that is to be consuned
off the premses where it is sold (other than alcoholic
beverages, soft drinks, and food that has been prepared for
i mredi at e consunption) and prescription and nonprescription
medi ci nes, drugs, nedical appliances, and insulin, urine
testing materials, syringes, and needles used by diabetics,
for human use, when purchased for use by a person receiving
medi cal assistance under Article 5 of the Illinois Public Ad
Code who resides in a licensed long-term care facility, as
defined in the Nursing Hone Care Act.

(24) Begi nni ng on t he effective date of this

amendatory Act of the 92nd General Assenbly and through June

30, 2005, conputers and comruni cations equi pnment utilized for
any hospital purpose and equipnent used in the diagnosis,
anal ysis, or treatnment of hospital patients purchased by a
| essor who | eases the equi pnment, under a | ease of one year or
| onger executed or in effect at the tinme the | essor would
ot herwi se be subject to the tax inposed by this Act, to a
hospital that has been issued an active tax exenption
identification nunber by the Departnent under Section 1g of

the Retailers' COCccupation Tax Act. If the equipnent is

leased in a manner that does not qualify for this exenption
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or is used in any other nonexenpt nmanner, the |essor shall be
liable for the tax inposed under this Act or the Use Tax Act,
as the case may be, based on the fair market value of the
property at the tinme the nonqualifying use occurs. No | essor
shall collect or attenpt to collect an anmount (however
designated) that purports to reinburse that |essor for the
tax inmposed by this Act or the Use Tax Act, as the case may
be, if the tax has not been paid by the lessor. |If a |lessor
i nproperly collects any such anount from the |essee, the
| essee shall have a legal right to claima refund of that
amount fromthe lessor. |If, however, that anount 1is not
refunded to the | essee for any reason, the lessor is |iable
to pay that amount to the Departnent. This paragraph is
exenpt fromthe provisions of Section 3-75.

(25) Beginning on the effective date of this amendatory

Act of the 92nd CGeneral Assenbly and through June 30, 2005,

personal property purchased by a lessor who |eases the
property, under a | ease of one year or |onger executed or in
effect at the tinme the | essor would otherw se be subject to
the tax inposed by this Act, to a governnental body that has
been issued an active tax exenption identification nunber by
the Departnent under Section 1g of the Retailers' COccupation
Tax Act. If the property is leased in a manner that does not
qualify for this exenption or is used in any other nonexenpt
manner, the lessor shall be liable for the tax i nposed under
this Act or the Use Tax Act, as the case nay be, based on the
fair mar ket val ue of the property at the tinme the
nonqual i fyi ng use occurs. No |essor shall collect or attenpt
to collect an anpbunt (however designated) that purports to
reinburse that |lessor for the tax inposed by this Act or the
Use Tax Act, as the case may be, if the tax has not been paid
by the lessor. |[If a Ilessor inproperly <collects any such
anmount from the | essee, the | essee shall have a |legal right

toclaima refund of that amunt from the |essor. | f,
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however, that anmount 1is not refunded to the |essee for any
reason, the lessor is liable to pay that amunt to the
Department. This-- par agraph-ts-exenpt-fromthe- provi st ons- of
Seett on- 3- 75-

(Source: P.A 91-51, eff. 6-30-99; 91-200, eff. 7-20-99;
91-439, eff. 8-6-99; 091-637, eff. 8-20-99; 91-644, eff.
8-20-99; 92-16, eff. 6-28-01; 92-35, eff. 7-1-01; 92-227,
eff. 8-2-01; 92-337, eff. 8-10-01; 92-484, eff. 8-23-01;
92-651, eff. 7-11-02.)

(35 I LCS 110/3-45) (from Ch. 120, par. 439.33-45)

Sec. 3-45. Miltistate exenption. The tax inposed by
this Act does not apply to the use of tangi ble personal
property in this State under the follow ng circunstances:

(a) The use, in this State, of property acquired outside
this State by a nonresident individual and brought into this
State by the individual for his or her own wuse while
tenporarily within this State or while passing through this
State.

(b) The use, in this State, of property that is acquired
outside this State and that is noved into this State for use
as rolling stock nmoving in interstate conmerce.

(c) The use, in this State, of property that is acquired
outside this State and caused to be brought into this State
by a person who has already paid a tax in another state in
respect to the sale, purchase, or use of that property, to
the extent of the anmount of the tax properly due and paid in
the other state.

(d) The tenporary storage, in this State, of property
that is acquired outside this State and that after being
brought into this State and stored here tenporarily, is used
solely outside this State or is physically attached to or
incorporated into other property that is used solely outside

this State, or is altered by converting, fabricating,
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manuf acturing, printing, processing, or shaping, and, as
altered, is used solely outside this State.

(e) Beginning July 1, 1999, the use, in this State, of
fuel acquired outside this State and brought into this State
in the fuel supply tanks of |oconotives engaged in freight
haul i ng and passenger service for interstate comerce. This
subsection is exenpt fromthe provisions of Section 3-75.

(f) Beginning on January 1, 2002 and through June 30,

2005, the use of tangible personal property purchased from an
Illinois retailer by a taxpayer engaged in centralized
purchasing activities in Illinois who will, upon receipt of
the property in lllinois, tenporarily store the property in
II'linois (i) for the purpose of subsequently transporting it
outside this State for use or consunption thereafter solely
outside this State or (ii) for the purpose of bei ng
processed, fabricated, or manufactured into, attached to, or
incorporated into other tangible personal property to be
transported outside this State and thereafter used or
consuned solely outside this State. The Director of Revenue
shall, pursuant to rules adopted in accordance with the
[1linois Adm nistrative Procedure Act, issue a permt to any
t axpayer in good standing with the Departnent who is eligible
for the exenption wunder this subsection (f). The permt
i ssued under this subsection (f) shall authorize the holder,
to the extent and in the manner specified in the rules
adopted wunder this Act, to purchase tangible per sona
property from a retailer exenpt fromthe taxes inposed by
this Act. Taxpayers shall maintain all necessary books and
records to substantiate the use and consunption of all such
tangi bl e personal property outside of the State of Illinois.
(Source: P.A 91-51, eff. 6-30-99; 91-313, eff. 7-29-99;
91-587, eff. 8-14-99; 92-16, eff. 6-28-01; 92-488, eff.
8-23-01.)
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Section 20. The Service Qccupation Tax Act is anmended by

changi ng Section 3-5 as foll ows:

(35 I'LCS 115/ 3-5) (fromCh. 120, par. 439.103-5)

Sec. 3-5. Exenptions. The followng tangible personal
property is exenpt fromthe tax inposed by this Act:

(1) Personal property sold by a corporation, society,
associ ation, foundation, institution, or organization, other
than a limted liability conpany, that is organized and
operated as a not-for-profit service enterprise for the
benefit of persons 65 years of age or older if the personal
property was not purchased by the enterprise for the purpose
of resale by the enterprise.

(2) Personal property purchased by a not-for-profit
II'linois county fair association for use in conducting,
operating, or pronoting the county fair.

(3) Personal property purchased by any not-for-profit
arts or cultural organization that establishes, by proof
required by the Departnent by rule, that it has received an
exenption under Section 501(c)(3) of the Internal Revenue
Code and that is organized and operated primarily for the
presentation or support of arts or cultural progranm ng,
activities, or services. These organizations include, but
are not |imted to, nusic and dramatic arts organi zations
such as synphony orchestras and theatrical groups, arts and
cultural service organizations, |ocal arts councils, visual
arts organi zations, and nedia arts organizations. On and
after the effective date of this anendatory Act of the 92nd
General Assenbly, however, an entity otherwse eligible for
this exenption shall not nake tax-free purchases unless it
has an active identification nunber issued by the Departnent.

(4) Legal tender, <currency, nedallions, or gold or
silver <coinage issued by the State of I11inois, t he

government of the United States of Anerica, or the governnent
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of any foreign country, and bullion.

(5 Gaphic arts machinery and equipnment, including
repair and replacenent parts, both new and used, and
i ncl udi ng that manufactured on special order or purchased for
| ease, certified by the purchaser to be wused primarily for
graphic arts production. Equipnment includes chemcals or
chem cals acting as catalysts but only if the chemcals or
chemcals acting as catalysts effect a direct and i medi ate
change upon a graphic arts product.

(6) Personal property sold by a t eacher - sponsored
st udent or gani zati on affiliated with an elenentary or
secondary school located in Illinois.

(7) Farm machinery and equi pnent, both new and used,
including that manufactured on special order, certified by
the purchaser to be used primarily for production agriculture
or State or federal agricul tural progr ans, i ncl udi ng
i ndi vi dual replacenent parts for the nmachinery and equi pnent,
including machinery and equipnment purchased for |ease, and
i ncludi ng i npl ements of husbandry defined in Section 1-130 of
the Illinois Vehicle Code, farm machinery and agricultural
chem cal and fertilizer spreaders, and nurse wagons required
to be registered under Section 3-809 of the Illinois Vehicle
Code, but excluding other notor vehicles required to be
regi stered under the Illinois Vehicle Code. Horticultural
pol yhouses or hoop houses used for propagating, grow ng, or
overwi ntering plants shall be considered farm nachinery and

equi prent under this item (7). Agricultural chem cal tender

tanks and dry boxes shall include units sold separately from
a notor vehicle required to be licensed and units sold
mounted on a notor vehicle required to be licensed if the

selling price of the tender is separately stated.
Farm machinery and equipnent shall include precision
farmng equipnment that is installed or purchased to be

installed on farm machinery and equi pnent incl udi ng, but not
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limted to, tractors, har vesters, Sprayers, pl anters,
seeders, or spreaders. Precision farm ng equi pnent includes,
but is not |limted to, soil testing sensors, conputers,
monitors, software, global positioning and nmappi ng systens,
and ot her such equi pnent.

Farm machi nery and equi pnent also includes conputers,
sensors, software, and related equipnment used primarily in
the conputer-assisted operation of production agriculture
facilities, equipnment, and activities such as, but not
limted to, the collection, nonitoring, and correl ation of
animal and crop data for the purpose of formulating aninal
diets and agricultural chemcals. This item(7) is exenpt
fromthe provisions of Section 3-55.

(8) Fuel and petrol eum products sold to or wused by an
air common carrier, certified by the carrier to be used for
consunption, shipnent, or storage in the conduct of its
business as an air common carrier, for a flight destined for
or returning froma location or |ocations outside the United
States wthout regard to previous or subsequent donestic
st opovers.

(9) Proceeds of mandatory service charges separately
stated on custoners' bills for the purchase and consunption
of food and beverages, to the extent that the proceeds of the
service charge are in fact turned over as tips or as a
substitute for tips to the enpl oyees who participate directly
in preparing, serving, hosting or cleaning up the food or
beverage function with respect to which the service charge is
i nposed.

(10) QI field exploration, drilling, and production
equi prent, including (i) rigs and parts of rigs, rotary rigs,
cable tool rigs, and workover rigs, (ii) pipe and tubul ar
goods, including casing and drill strings, (iii) punps and
punp-jack wunits, (iv) storage tanks and flow lines, (v) any

i ndi vidual replacenent part for oil field expl orati on,
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drilling, and production equipnment, and (vi) machinery and
equi pnent purchased for |ease; but excluding notor vehicles
required to be registered under the Illinois Vehicle Code.

(11) Photoprocessing machinery and equi pnent, i ncluding
repair and replacenent parts, both new and wused, including
t hat manuf act ur ed on special order, certified by the
purchaser to be wused primarily for photoprocessing, and
i ncludi ng photoprocessing nmachinery and equi pnent purchased
for |ease.

(12) Coal exploration, m ning, of f hi ghway haul i ng,
processi ng, mai ntenance, and reclamation equi pnent, including
replacenent parts and equipnent, and including equipnent
purchased for |ease, but excluding notor vehicles required to
be registered under the Illinois Vehicle Code.

(13) Food for human consunption that is to be consuned
off the premses where it 1is sold (other than al coholic
beverages, soft drinks and food that has been prepared for
i mredi ate consunption) and prescription and non-prescription
medi ci nes, drugs, nedical appliances, and insulin, urine
testing materials, syringes, and needl es used by diabetics,
for human use, when purchased for use by a person receiving
medi cal assi stance under Article 5 of the Illinois Public Aid
Code who resides in alicensed long-termcare facility, as
defined in the Nursing Hone Care Act.

(14) Senen used for artificial insem nation of |ivestock
for direct agricultural production.

(15) Horses, or interests in horses, registered with and
nmeeting the requirenents of any of the Arabian Horse Cub
Regi stry of Anerica, Appal oosa Horse Cl ub, Anmerican Quarter
Horse Association, United States Trotting Association, or
Jockey O ub, as appropriate, used for purposes of breeding or
racing for prizes.

(16) Conputers and conmuni cati ons equi pnent utilized for

any hospital purpose and equipnent used in the diagnosis,
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anal ysis, or treatnent of hospital patients sold to a |[|essor
who | eases the equi pnent, under a | ease of one year or |onger
executed or in effect at the tinme of the purchase, to a
hospital that has been issued an active tax exenption
identification nunber by the Departnent under Section 1g of
the Retailers' COccupation Tax Act.

(17) Personal property sold to a |lessor who | eases the
property, under a | ease of one year or |onger executed or in
effect at the tinme of the purchase, to a governnental body
that has been issued an active tax exenption identification
nunmber by the Departnent under Section 1g of the Retailers
Cccupation Tax Act.

(18) Beginning with taxable years ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
bef ore Decenber 31, 2004, personal property that is donated
for disaster relief to be used in a State or federally
decl ared disaster area in Illinois or bordering Illinois by a
manuf acturer or retailer that is registered in this State to
a cor poration, soci ety, associ ati on, f oundat i on, or
institution that has been issued a sales tax exenption
identification nunber by the Departnment that assists victins
of the disaster who reside within the decl ared di saster area.

(19) Beginning with taxable years ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
before Decenber 31, 2004, personal property that is used in
the performance of infrastructure repairs in this State,
including but not Ilimted to nunicipal roads and streets,
access roads, bridges, sidewalks, waste disposal systens,
water and sewer |ine extensions, water distribution and
purification facilities, stormwater drainage and retention
facilities, and sewage treatnent facilities, resulting froma
State or federally declared disaster in Illinois or bordering
I[I'linois when such repairs are initiated on facilities

located in the declared disaster area within 6 nonths after
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t he di saster.

(20) Beginning July 1, 1999, gane or gane birds sold at
a "ganme breeding and hunting preserve area" or an "exotic
gane hunting area" as those terns are used in the Wldlife
Code or at a hunting encl osure approved through rul es adopted
by the Departnment of Natural Resources. This paragraph is
exenpt fromthe provisions of Section 3-55.

(21) A notor vehicle, as that termis defined in Section

1- 146 of the Illinois Vehicle Code, that is donated to a
corporation, limted liability conpany, society, association,
f oundati on, or institution that is determned by the

Departnment to be organized and operated exclusively for
educati onal purposes. For purposes of this exenption, "a
corporation, limted liability conpany, society, association,
foundation, or institution organized and operated exclusively
for educational purposes” neans all tax-supported public
school s, private schools that offer systematic instruction in
useful branches of Ilearning by nethods comon to public
schools and that conpare favorably in their scope and
intensity with the course of study presented in tax-supported
school s, and vocational or technical schools or institutes
organi zed and operated exclusively to provide a course of
study of not less than 6 weeks duration and designed to
prepare individuals to follow a trade or to pursue a manual
techni cal, nmechanical, industrial, business, or commercial
occupati on.

(22) Beginning January 1, 2000 and through June 30,

2005, personal property, including food, purchased through
fundraising events for the benefit of a public or private
el ementary or secondary school, a group of those schools, or
one or nore school districts if the events are sponsored by
an entity recognized by the school district that consists
primarily of volunteers and includes parents and teachers of

t he school children. This paragraph does not apply to
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fundraising events (i) for the benefit of private hone
instruction or (ii) for which the f undr ai si ng entity
purchases the personal property sold at the events from
anot her individual or entity that sold the property for the
purpose of resale by the fundraising entity and that profits
fromthe sale to the fundraising entity. This--paragraph--ts
exenpt - fromt he- provi st ons- of - Seet t on- 3- 5b-

(23) Beginning January 1, 2000 and through Decenber 31,
2001, new or used autonmatic vendi ng machi nes that prepare and
serve hot food and beverages, including coffee, soup, and
other itens, and replacenent parts for these machines.

Begi nni ng January 1, 2002 and through June 30, 2005, nachi nes

and parts for machines wused in conmercial, coin-operated
anmusenent and vendi ng business if a use or occupation tax 1is
paid on the gross receipts derived from the use of the
commerci al, coin-operated anusenent and vending machines.
Tht s- par agr aph-t s- exenpt - from t he- provi st ons- of - Seet  on- 3- 5b-

(24) Beginning on the effective date of this amendatory

Act of the 92nd CGeneral Assenbly and through June 30, 2005,

conputers and conmunications equipnment wutilized for any
hospi t al purpose and equipnment wused in the diagnosis,
anal ysis, or treatnent of hospital patients sold to a |[|essor
who | eases the equi pnent, under a | ease of one year or |onger
executed or in effect at the tinme of the purchase, to a
hospital that has been issued an active tax exenption
identification nunber by the Departnent under Section 1g of
the Retailers' Occupation Tax Act. This-paragraph-is-exenpt
fromthe- provi st ons- of - Seet t on- 3- 55:

(25) Beginning on the effective date of this amendatory

Act of the 92nd General Assenbly and through June 30, 2005,

personal property sold to a | essor who | eases the property,
under a |lease of one year or |onger executed or in effect at
the time of the purchase, to a governnental body that has

been issued an active tax exenption identification nunber by
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the Departnent under Section 1g of the Retailers' COccupation
Tax Act. Tht s- - paragraph- -t s-exenpt -fromt he- provi st ons- of
Seet t on- 3- 5b-

(26) Beginning on January 1, 2002 and through June 30,

2005, tangible personal property purchased froman Illinois
retailer by a taxpayer engaged in centralized purchasing
activities in Illinois who will, upon receipt of the property
in Illlinois, tenporarily store the property in Illinois (i)
for the purpose of subsequently transporting it outside this
State for use or consunption thereafter solely outside this
State or (ii) for the purpose of being processed, fabricated,
or manufactured into, attached to, or incorporated into other
tangi bl e personal property to be transported outside this

State and thereafter wused or consuned solely outside this

State. The Director of Revenue shall, pursuant to rules
adopt ed in accordance with the 1Illinois Admnistrative
Procedure Act, 1issue a permt to any taxpayer 1in good

st andi ng wth the Departnent who is eligible for the
exenption under this paragraph (26). The permt issued under
this paragraph (26) shall authorize the holder, to the extent
and in the manner specified in the rules adopted under this
Act, to purchase tangible personal property froma retailer
exenpt fromthe taxes inposed by this Act. Taxpayers shal
mai ntain all necessary books and records to substantiate the
use and consunption of all such tangible personal property
outside of the State of Illinois.

(Source: P.A 91-51, eff. 6-30-99; 91-200, eff. 7-20-99;
91-439, eff. 8-6-99; 91-533, eff. 8-13-99; 091-637, eff.
8-20-99; 91-644, eff. 8-20-99; 92-16, eff. 6-28-01; 92-35,
eff. 7-1-01; 92-227, eff. 8-2-01; 92-337, eff. 8-10-01;
92-484, eff. 8-23-01; 92-488, eff. 8-23-01; 92-651, eff.
7-11-02.)

Section 25. The Retailers' QOccupation Tax Act is anmended


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w DN

W W W W NN N DNDNDDNDNDNDNNRPR P P P P P P PR PR
W N B O © 0O N o O b W N B O © 0 ~N o 00 M W N B O

- 58- LRB093 09361 SJM 09596 b

by changing Section 2-5 as foll ows:

(35 ILCS 120/ 2-5) (from Ch. 120, par. 441-5)

Sec. 2-5. Exenptions. &Goss receipts fromproceeds from
the sale of the followng tangible personal property are
exenpt fromthe tax inposed by this Act:

(1) Farm chem cal s.

(2) Farm machinery and equipnment, both new and used,
i ncl udi ng that manufactured on special order, certified by
the purchaser to be used primarily for production agriculture
or State or federal agricultural progranms, including
i ndi vi dual replacenent parts for the machi nery and equi pnent,
i ncl udi ng machi nery and equi pnent purchased for |ease, and
i ncluding i npl ements of husbandry defined in Section 1-130 of
the Illinois Vehicle Code, farm nachinery and agricul tural
chem cal and fertilizer spreaders, and nurse wagons required
to be registered under Section 3-809 of the Illinois Vehicle
Code, but excluding other notor vehicles required to be
registered wunder the 1llinois Vehicle Code. Horticul tural
pol yhouses or hoop houses used for propagating, growng, or
overwintering plants shall be considered farm machi nery and
equi prment under this item (2). Agricultural chemcal tender
tanks and dry boxes shall include units sold separately from
a notor vehicle required to be licensed and units sold
mounted on a notor vehicle required to be licensed, if the
selling price of the tender is separately stated.

Farm machi nery and equi pnment shall include precision
farmng equipment that is installed or purchased to be
installed on farm machi nery and equi pnent i ncludi ng, but not
limted to, tractors, harvesters, sprayers, planters,
seeders, or spreaders. Precision farm ng equi pnent i ncl udes,
but is not Ilimted to, soil testing sensors, conputers,
moni tors, software, global positioning and mapping systens,

and ot her such equi pnent.
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Farm nachinery and equipnent also includes conputers,
sensors, software, and rel ated equi pnent wused primarily in
the conputer-assisted operation of production agriculture
facilities, equipnment, and activities such as, but not
limted to, the collection, nonitoring, and correlation of
animal and crop data for the purpose of formulating ani nal
diets and agricultural chemcals. This item (7) 1is exenpt
fromthe provisions of Section 2-70.

(3) Distillation machi nery and equi pnent, sold as a unit
or kit, assenbled or installed by the retailer, certified by
the user to be used only for the production of ethyl alcohol
that will be wused for consunption as notor fuel or as a
conponent of notor fuel for the personal use of the user, and
not subject to sale or resale.

(4) Gaphic arts machinery and equipnent, including
repair and replacenent parts, both new and used, and
i ncl udi ng that manufactured on special order or purchased for
| ease, certified by the purchaser to be used primarily for
graphic arts production. Equipnent includes chemcals or
chemcals acting as catalysts but only if the chem cals or
chem cals acting as catalysts effect a direct and i mmediate
change upon a graphic arts product.

(5 A nmotor vehicle of the first division, a notor
vehicle of the second division that is a self-contained notor
vehi cl e desi gned or permanently converted to provide |iving
gquarters for recreational, canping, or travel wuse, wth
direct wal k through access to the living quarters from the
driver's seat, or a motor vehicle of the second division that
is of the van configuration designed for the transportation
of not less than 7 nor nore than 16 passengers, as defined in
Section 1-146 of the Illinois Vehicle Code, that is used for
autonobile renting, as defined in the Autonobile Renting
Cccupation and Use Tax Act.

(6) Personal property sold by a t eacher - sponsored
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st udent or gani zati on affiliated with an elenentary or
secondary school located in Illinois.

(7) Proceeds of that portion of the selling price of a
passenger car the sale of which is subject to the Replacenent
Vehi cl e Tax.

(8) Personal property sold to an Illinois county fair
association for use in conducting, operating, or pronoting
the county fair.

(9) Personal property sold to a not-for-profit arts or
cul tural organization that establishes, by proof required by
the Departnment by rule, that it has received an exenption
under Section 501(c)(3) of the Internal Revenue Code and t hat
is organi zed and operated primarily for the presentation or
support of arts or cultural programmng, activities, or
services. These organizations include, but are not Ilimted
to, nusic and dranmatic arts organi zations such as synphony
orchestras and theatrical groups, arts and cultural service
or gani zati ons, | ocal arts counci | s, vi sual arts
organi zations, and nedia arts organi zations. On and after the
effective date of this anmendatory Act of the 92nd GCenera
Assenbly, however, an entity otherwse eligible for this
exenption shall not make tax-free purchases unless it has an
active identification nunber issued by the Departnent.

(10) Personal ©property sold by a corporation, society,
associ ation, foundation, institution, or organization, other
than a Ilimted liability conpany, that is organized and
operated as a not-for-profit service enterprise for the
benefit of persons 65 years of age or older if the personal
property was not purchased by the enterprise for the purpose
of resale by the enterprise.

(11) Personal property sold to a governnental body, to a
corporation, society, association, foundation, or institution
organi zed and operated exclusively for charitable, religious,

or educational purposes, or to a not-for-profit corporation,
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soci ety, associ ati on, f oundati on, institution, or
organi zation that has no conpensated officers or enployees
and that is organized and operated primarily for the
recreation of persons 55 years of age or older. A Ilimted
l[iability company may qualify for the exenption under this
paragraph only if the [imted liability conpany is organized
and operated exclusively for educational purposes. On and
after July 1, 1987, however, no entity otherw se eligible for
this exenption shall nake tax-free purchases unless it has an
active identification nunber issued by the Departnent.

(12) Personal property sold to interstate carriers for
hire for wuse as rolling stock noving in interstate conmerce
or to lessors under | eases of one year or |onger executed or
in effect at the tinme of purchase by interstate carriers for
hire for use as rolling stock noving in interstate conmerce
and equi pnent operated by a telecomunications provider,
|icensed as a common carrier by the Federal Conmunications
Comm ssion, which is permanently installed in or affixed to
aircraft noving in interstate conmmerce.

(13) Proceeds fromsales to owners, |essors, or shippers
of tangible personal property that is utilized by interstate
carriers for hire for wuse as rolling stock nobving in
interstate comrer ce and equi pnment oper at ed by a
t el ecomruni cations provider, |icensed as a common carrier by
the Federal Communications Conm ssion, which is permanently
installed in or affixed to aircraft noving in interstate
conmer ce.

(14) Machinery and equipnent that will be used by the
purchaser, or a |l essee of the purchaser, primarily in the
process of manufacturing or assenbling tangible personal
property for wholesale or retail sale or |ease, whether the
sale or lease is made directly by the manufacturer or by sone
other person, whether the materials used in the process are

owned by the manufacturer or some other person, or whether
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the sale or lease is made apart fromor as an incident to the
seller's engaging in the service occupation of producing
machi nes, tools, dies, jigs, patterns, gauges, or other
simlar items of no comrercial value on special order for a
parti cul ar purchaser.

(15) Proceeds of mandatory service charges separately
stated on custoners' bills for purchase and consunption of
food and beverages, to the extent that the proceeds of the
service charge are in fact turned over as tips or as a
substitute for tips to the enpl oyees who participate directly
in preparing, serving, hosting or cleaning up the food or
beverage function with respect to which the service charge is
i nposed.

(16) Petroleum products sold to a purchaser if the
seller is prohibited by federal law fromcharging tax to the
pur chaser.

(17) Tangi ble personal property sold to a common carrier
by rail or notor that receives the physical possession of the
property in Illinois and that transports the property, or
shares with another common carrier in the transportation of
the property, out of Illinois on a standard uniformbill of
| adi ng showing the seller of the property as the shipper or
consignor of the property to a destination outside Illinois,
for use outside Illinois.

(18) Legal tender, currency, nedallions, or gold or
silver coi nage issued by the State of Illinois, the
government of the United States of Anerica, or the governnent
of any foreign country, and bullion.

(19) QI field exploration, drilling, and production
equi prent, including (i) rigs and parts of rigs, rotary rigs,
cable tool rigs, and workover rigs, (ii) pipe and tubul ar
goods, including casing and drill strings, (iii) punps and
punp-jack wunits, (iv) storage tanks and flow lines, (v) any

i ndi vidual replacenent part for oil field expl orati on,
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drilling, and production equipnment, and (vi) machinery and
equi pnent purchased for |ease; but excluding notor vehicles
required to be registered under the Illinois Vehicle Code.

(20) Phot oprocessing machinery and equi pnent, i ncl uding
repair and replacenent parts, both new and wused, including
t hat manuf act ur ed on special order, certified by the
purchaser to be wused primarily for photoprocessing, and
i ncludi ng photoprocessing nmachinery and equi pnent purchased
for | ease.

(21) Coal exploration, m ning, of f hi ghway haul i ng,
processi ng, mai ntenance, and reclamation equi pnent, including
replacenent parts and equipnent, and including equipnent
purchased for |ease, but excluding notor vehicles required to
be registered under the Illinois Vehicle Code.

(22) Fuel and petrol eum products sold to or used by an
air carrier, certified by the carrier to be wused for
consunption, shipnment, or storage in the conduct of its
busi ness as an air common carrier, for a flight destined for
or returning froma location or |ocations outside the United
States without regard to previous or subsequent donestic
st opovers.

(23) A transaction in which the purchase order is

received by a florist who is located outside Illinois, but
who has a florist located in Illinois deliver the property to
t he purchaser or the purchaser's donee in Illinois.

(24) Fuel consuned or used in the operation of ships,
barges, or vessels that are wused primarily in or for the
transportation of property or the conveyance of persons for
hire on rivers bordering on this State if the fuel is
delivered by the seller to the purchaser's barge, ship, or
vessel while it is afloat upon that bordering river.

(25) A notor vehicle sold in this State to a nonresident
even though the notor vehicle is delivered to the nonresident

in this State, if the notor vehicle is not to be titled in
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this State, and if a drive-away permt is issued to the notor
vehicle as provided in Section 3-603 of the Illinois Vehicle
Code or if the nonresident purchaser has vehicle registration
plates to transfer to the notor vehicle upon returning to his
or her hone state. The issuance of the drive-away permt or
having the out-of-state registration plates to be transferred
is prima facie evidence that the notor vehicle wll not be
titled in this State.

(26) Senen used for artificial insem nation of |ivestock
for direct agricultural production.

(27) Horses, or interests in horses, registered with and
nmeeting the requirenments of any of the Arabian Horse C ub
Regi stry of America, Appal oosa Horse Club, Anerican Quarter
Horse Association, United States Trotting Association, or
Jockey O ub, as appropriate, used for purposes of breeding or
racing for prizes.

(28) Conputers and conmuni cations equi pnent utilized for
any hospital purpose and equi pnent wused in the diagnosis,
analysis, or treatnent of hospital patients sold to a | essor
who | eases the equi pnent, under a | ease of one year or |onger
executed or in effect at the tinme of the purchase, to a
hospital that has been issued an active tax exenption
identification nunber by the Departnent under Section 1g of
this Act.

(29) Personal property sold to a |l essor who |eases the
property, under a |ease of one year or |onger executed or in
effect at the tinme of the purchase, to a governnental body
that has been issued an active tax exenption identification
nunber by the Departnment under Section 1g of this Act.

(30) Beginning with taxable years ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
bef ore Decenber 31, 2004, personal property that is donated
for disaster relief to be wused in a State or federally

decl ared di saster area in Illinois or bordering Illinois by a
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manuf acturer or retailer that is registered in this State to
a cor poration, soci ety, associ ati on, f oundat i on, or
institution that has been issued a sales tax exenption
identification nunber by the Departnent that assists victins
of the disaster who reside within the decl ared di saster area.

(31) Beginning with taxable years ending on or after
Decenber 31, 1995 and ending with taxable years ending on or
before Decenber 31, 2004, personal property that is used in
the performance of infrastructure repairs in this State,
including but not Ilimted to nunicipal roads and streets,
access roads, bridges, sidewalks, waste disposal systens,
water and sewer |ine extensions, water distribution and
purification facilities, stormwater drainage and retention
facilities, and sewage treatnent facilities, resulting froma
State or federally declared disaster in Illinois or bordering
I[Ilinois when such repairs are initiated on facilities
|ocated in the declared disaster area within 6 nonths after
t he disaster.

(32) Beginning July 1, 1999, gane or gane birds sold at
a "gane breeding and hunting preserve area" or an "exotic
gane hunting area" as those terns are used in the Wldlife
Code or at a hunting encl osure approved through rul es adopted
by the Departnent of Natural Resources. This paragraph is
exenpt fromthe provisions of Section 2-70.

(33) A nmotor vehicle, as that termis defined in Section

1-146 of the Illinois Vehicle Code, that is donated to a
corporation, limted liability conpany, society, association,
f oundati on, or institution that is determned by the

Departnment to be organized and operated exclusively for
educati onal purposes. For purposes of this exenption, "a
corporation, limted liability conpany, society, association,
foundation, or institution organized and operated exclusively
for educational purposes” neans all tax-supported public

school s, private schools that offer systematic instruction in
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useful branches of Ilearning by nethods comon to public
schools and that <conpare favorably in their scope and
intensity with the course of study presented in tax-supported
school s, and vocational or technical schools or institutes
organi zed and operated exclusively to provide a course of
study of not less than 6 weeks duration and designed to
prepare individuals to follow a trade or to pursue a manual
techni cal, nmechanical, industrial, business, or commercial
occupati on.

(34) Beginning January 1, 2000 and through June 30,

2005, personal property, including food, purchased through
fundraising events for the benefit of a public or private
el ementary or secondary school, a group of those schools, or
one or nore school districts if the events are sponsored by
an entity recognized by the school district that consists
primarily of volunteers and includes parents and teachers of
t he school children. This paragraph does not apply to
fundraising events (i) for the benefit of private hone
instruction or (ii) for which the f undr ai si ng entity
purchases the personal property sold at the events from
anot her individual or entity that sold the property for the
purpose of resale by the fundraising entity and that profits
fromthe sale to the fundraising entity. This--paragraph--ts
exenpt - fromt he- provi st ons- of - Seett on- 2- 70-

(35) Beginning January 1, 2000 and through Decenber 31,
2001, new or used autonmatic vendi ng machi nes that prepare and
serve hot food and beverages, including coffee, soup, and
other itens, and replacenent parts for these nmachines.

Begi nni ng January 1, 2002 and through June 30, 2005, nachi nes

and parts for machines wused in conmercial, coin-operated
anmusenent and vendi ng business if a use or occupation tax 1is
paid on the gross receipts derived from the use of the
commerci al, coin-operated anusenent and vending machines.

Tht s- par agr aph-t s- exenpt - from t he- provi st ons- of - Seet t on- 2- 70-
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(35-5) (36 Food for human consunption that is to be
consuned off the premses where it is sold (other than
al coholic beverages, soft drinks, and food that has been
prepared for imediate consunption) and prescription and
nonprescription nedicines, drugs, nedical appliances, and
insulin, urine testing materials, syringes, and needl es used
by diabetics, for human use, when purchased for use by a
person receiving nedi cal assistance under Article 5 of the
I[1linois Public Ald Code who resides in a licensed |ong-term
care facility, as defined in the Nursing Hone Care Act.

(36) Beginning August 2, 2001 and through June 30, 2005

on--the--effective--date--of--thts-anendatory- Act - of -t he- 92nd
General - - Assenbly, conputers and conmunications equi pnent
utilized for any hospital purpose and equi pnent used in the
di agnosis, analysis, or treatnment of hospital patients sold
to a | essor who | eases the equipnent, under a |ease of one
year or longer executed or in effect at the tinme of the
purchase, to a hospital that has been issued an active tax
exenption identification nunber by the Departnent under
Section 1g of this Act. This-paragraph-is-exenpt-fromthe
pr ovi st ons- of - Seet t on- 2- 70:

(37) Beginning August 2, 2001 and through June 30, 2005

on--the--effective--date--of--thts-anendatory- Act - of -t he- 92nd
Cener al - Assenbly, personal property sold to a Ilessor who
| eases the property, under a |ease of one year or |onger
executed or in effect at the tinme of the purchase, to a
gover nnent al body that has been issued an active tax
exenption identification nunber by the Departnent under
Section 1g of this Act. Thts-paragraph-is--exenpt--from-the
pr ovi st ons- of - Seet t on- 2- 70:

(38) Beginning on January 1, 2002 and through June 30,

2005, tangi bl e personal property purchased from an 1Illinois
retailer by a taxpayer engaged in centralized purchasing

activities in Illinois who will, upon receipt of the property
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inlllinois, tenporarily store the property in Illinois (i)
for the purpose of subsequently transporting it outside this
State for use or consunption thereafter solely outside this
State or (ii) for the purpose of being processed, fabricated,
or manufactured into, attached to, or incorporated into other
tangi bl e personal property to be transported outside this

State and thereafter used or consuned solely outside this

St at e. The Director of Revenue shall, pursuant to rules
adopted in accordance wth the 1Illinois Adm ni strative
Procedure Act, 1issue a permt to any taxpayer in good

standing with the Departnent who is eligible for t he
exenption under this paragraph (38). The permt issued under
this paragraph (38) shall authorize the holder, to the extent
and in the manner specified in the rules adopted under this
Act, to purchase tangi bl e personal property from a retailer
exenpt from the taxes inposed by this Act. Taxpayers shal
mai ntain all necessary books and records to substantiate the
use and consunption of all such tangi ble personal property
outside of the State of Illinois.

(Source: P.A 91-51, eff. 6-30-99; 91-200, eff. 7-20-99;
91-439, eff. 8-6-99; 91-533, eff. 8-13-99; 91-637, eff.
8-20-99; 91-644, eff. 8-20-99; 92-16, eff. 6-28-01; 92-35,
eff. 7-1-01; 92-227, eff. 8-2-01; 92-337, -eff. 8-10-01;
92-484, eff. 8-23-01; 92-488, eff. 8-23-01; 92-651, eff.
7-11-02; 92-680, eff. 7-16-02; revised 1-26-03.)

Section 30. The Liquor Control Act of 1934 is anended by

changi ng Section 8-2 as foll ows:

(235 ILCS 5/8-2) (from Ch. 43, par. 159)

Sec. 8-2. It is the duty of each manufacturer with
respect to alcoholic Iiquor produced or inported by such
manuf acturer, or purchased tax-free by such manufacturer from

anot her manufacturer or inporting distributor, and of each
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inporting distributor as to alcoholic |I|iquor purchased by
such inporting distributor from foreign inporters or from
anyone fromany point in the United States outside of this
State or purchased tax-free from another manufacturer or
inporting distributor, to pay the tax inposed by Section 8-1
to the Departnent of Revenue on or before the 15th day of the
calendar nonth followng the calendar nonth in which such
al coholic liquor is sold or used by such manufacturer or by
such inporting distributor other than in an authorized
tax-free manner or-teo-pay-that-tax-eleectronteally-as-provided
b n-this- Seetton.

Each manufacturer and each inporting distributor shall,
meke- paynent - under - one- of - t he- f ol | ot ng- et hods:--¢(1) on or
before the 15th day of each cal endar nonth, file in-person-eor
by-Untted-States-first-class-nmatl;-postage-pre-patd; with the
Departnent of Revenue, on fornms prescribed and furnished by
the Departnent, a report in witing in such form as may be
required by the Departnent in order to conpute, and assure
the accuracy of, the tax due on all taxable sales and uses of
al coholic liquor occurring during the preceding nont h.
Payment of the tax in the anount disclosed by the report
shal | acconpany the report eof;-{2)-on-or-before-the-15th--day
of - --eaeh---calendar--rnonth;--electronteally--file--wth--the
Pepar t rent - of - Revenue; - on- f of ns- pr eser t bed- and- - f ur ni shed- - by
t he- - Departnent; - -an-el ectronte-report-in-sueh-for m as- ray- be
Fegut red- by- t he- Depart rent -+ n- or der -t o- - eonput e; - - and- - assur e
t he- acecuracy- of ; - t he-t ax- due- on- al | - t axabl e- sal es- and- uses- of
al eoholte--liguor--occurring--duri ng-the- precedi ng- oAt h- - - An
el ect ront €- paynent - of - t he-t ax- + n- t he- anpunt - di sel osed- by- -t he
Feport---shall--aceconpany--the--report----A -panuf act urer- - or
di stributor-who-files-an-electronte-report-and-electronieally
pays--the--tax--tnpesed--pursuant--to--Sectton--8-1--to---the
Pepart rent - - of - - Revenue- - on- - or - - bef ore- -t he- - 15t h- day- of - t he

cal endar - ront h- f ol | ot ng- t he- eal endar - - rpAt h- - | - - whi €h- - sueh
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aleoholie--tiguor--is--sold--or--used-by-that-manuf act ur er - or
tportt ng-di stri but or- ot her-than-tn--an--authortzed--tax-free
ranner - - shal t - - pay--te--the- - Depart nent - t he- anpunt - of - t he- t ax
t rposed- pur suant -t - Seett on- 8- 1; -l ess- a- di seount - of - 1: 75% - or
$1; 250- - per--return; - -whi ehever--is-less;-whiech-is-all ovwed-to
Fet pburse-the- manufacturer-or-tAporting-distributor--for--the
expenses- - -t NeUr f ed- - - + n- - keept ng- - and- - At At at Ak ng- - F ecor ds;
prepartng-and-filing-the-electronte--returns;--renttting--the
t ax; - and- suppl yt ng- dat a- t o- t he- Depar t rent - upoen- r eguest .

The Departnent may, if it deens it necessary in order to
insure the paynent of the tax inposed by this Article,
require returns to be made nore frequently than and covering
periods of less than a nonth. Such return shall contain such
further information as the Departnent nay reasonably require.

It shall be presuned that all alcoholic Iiquors acquired
or made by any inporting distributor or nmanufacturer have
been sold or used by himin this State and are the basis for
the tax inposed by this Article unless proven, to the
satisfaction of the Departnent, that such al coholic liquors
are (1) still in the possession of such inporting distributor
or manufacturer, or (2) prior to the term nation of
possession have been lost by theft or through unintentional
destruction, or (3) that such alcoholic |iquors are otherw se
exenpt fromtaxation under this Act.

The Departnent may require any foreign inporter to file
monthly information returns, by the 15th day of the nonth
follow ng the month which any such return covers, if the
Departnment determnes this to be necessary to the proper
performance of the Departnent's functions and duties under
this Act. Such return shall contain such information as the
Department may reasonably require.

Every manufacturer and inporting distributor shall also
file, wth the Departnent, a bond in an anount not |ess than

$1, 000 and not to exceed $100,000 on a form to be approved


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

-71- LRB093 09361 SJM 09596 b

by, and wth a surety or sureties satisfactory to, the
Departnment. Such bond shall be condi ti oned upon t he
manuf act ur er or i nporting di stri butor paying to the
Departnent all nonies becom ng due from such manufacturer or
inporting distributor wunder this Article. The Departnent
shall fix the penalty of such bond in each case, taking into
consideration the anount of alcoholic |iqguor expected to be
sold and used by such manufacturer or inporting distributor,
and the penalty fixed by the Departnent shall be sufficient,
in the Departnment's opinion, to protect the State of Illinois
against failure to pay any anount due under this Article, but
t he amount of the penalty fixed by the Departnment shall not
exceed twice the amobunt of tax liability of a nonthly return,
nor shall the amobunt of such penalty be | ess than $1, 000. The
Department shall notify the Conm ssion of the Departnent's
approval or disapproval of any such manufacturer's or
inmporting distributor's bond, or of the termnation or
cancellation of any such bond, or of the Departnent's
direction to a manufacturer or inporting distributor that he
must file additional bond in order to conply wth this
Section. The Comm ssion shall not issue a license to any
applicant for a manufacturer's or inporting distributor's
license unless the Comm ssion has received a notification
fromthe Departnent show ng that such applicant has filed a
sati sfactory bond with the Departnent hereunder and that such
bond has been approved by the Departnent. Failure by any
i censed manufacturer or inporting distributor to keep a
satisfactory bond in effect with the Departnent or to furnish
addi tional bond to the Departnent, when required hereunder by
the Departnment to do so, shall be grounds for the revocation
or suspensi on of such manuf acturer's or i nporting
distributor's license by the Comm ssion. If a manufacturer or
inporting distributor fails to pay any anount due under this

Article, his bond wth the Departnent shall be deened
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forfeited, and the Department may institute a suit in its own
name on such bond.

After notice and opportunity for a hearing the State
Commi ssion may revoke or suspend the |icense of any
manufacturer or inporting distributor who fails to conply
with the provisions of this Section. Notice of such hearing
and the time and place thereof shall be in witing and shal
contain a statenent of the charges against the |icensee. Such
notice may be given by United States registered or certified
mail with return receipt requested, addressed to the person
concerned at his last known address and shall be given not
less than 7 days prior to the date fixed for the hearing. An
order revoking or suspending a |icense under the provisions
of this Section my be reviewed in the manner provided in
Section 7-10 of this Act. No new license shall be granted to
a person whose |icense has been revoked for a violation of
this Section or, in case of suspension, shall such suspension
be termnated until he has paid to the Departnent all taxes
and penalties which he owes the State under the provisions of
this Act.

Every manufacturer or inporting distributor who has, as
verified by the Departnent, continuously conplied wth the
condi tions of the bond under this Act for a period of 2 years
shall be considered to be a prior continuous conpliance
taxpayer. In determ ning the consecutive period of tine for
gqualification as a prior continuous conpliance taxpayer, any
consecutive period of tinme of qual i fyi ng conpl i ance
imredi ately prior to the effective date of this anendatory
Act of 1987 shall be <credited to any nmanufacturer or
i mporting distributor.

Every prior continuous conpliance taxpayer shall be
exenpt fromthe bond requirements of this Act until the
Department has determ ned the taxpayer to be delinquent in

the filing of any return or deficient in the paynent of any
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tax wunder this Act. Any taxpayer who fails to pay an
admtted or established liability under this Act nay also be
required to post bond or other acceptable security with the
Departnent guaranteeing the paynent of such admtted or
established liability.

The Departnent shall discharge any surety and shal
rel ease and return any bond or security deposit assigned,
pl edged or otherwi se provided to it by a taxpayer under this
Section within 30 days after: (1) such taxpayer becones a
prior continuous conpliance taxpayer; or (2) such taxpayer
has ceased to collect receipts on which he is required to
remt tax to the Departnent, has filed a final tax return
and has paid to the Departnent an anount sufficient to
discharge his remaining tax liability as determ ned by the
Departnent under this Act.

(Source: P.A 92-393, eff. 1-1-03.)

Section 99. Effective date. This Act takes effect wupon
becomi ng |aw, except that the changes nmade to Section 8-2 of

t he Liquor Control Act of 1934 take effect on July 1, 2004.
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